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GETTING THINGS DONE, 





The greatest benefactor of mankind is the man who 
gets things done, done in a way which will actually 
serve the higher interests of the people and pull them 
or push them along the line of progress. The idealist 
is not a reformer in the sense of bringing to pass the 
things he believes best for mankind. The real re- 
former is the leader of the people who is able to make 
them rise by constructive work up into conditions 
which point toward the ideal. The idealist is a neces- 
sary factor in social progress, but he is not the moving 
force which brings reform to pass. 
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LONDON “TIMES’’’ ATTACK UPON AMERICAN UNDERWRITERS. 





Managers of Branch Offices Put on the 
Editorial 


Something of a sensation has been 
caused in American fire underwriting 
by an article published in the London 
“Times.”’ It is, in substance, an _ at- 
tack upon the conditions of insurance 
in this country and a warning to the 
shareholders of British companies. The 
San Francisco conflagration is taken 
as a text, but the warning is not con- 
fined to the possible repetition of a dis- 
aster like this. The article discusses 
the general conditions of underwriting 
as practiced in this country and the at- 
tractions which it may afford to the Eng- 
lish investor. 

The author of the article (his identity 
is not disclosed) argues that congested 
districts in our large cities are likely to 
increase the conflagration hazard. He 
also points out how large a proportion 
of the business of English companies 
authorized in America is transacted in 
this country and how much of their funds 
- are tied up to cover American liabilities, 
being unavailable for any losses outside 
of the United States. 

Other extraordinary hazards suggested 
by the author of the “Times” article 
are those of restrictive legislation and the 
extraordinary and costly supervision ex- 
ercised over the companies. Among the 
impositions he cites state deposits, taxa- 
tions and unnecessary examinations. He 
also cites the hostile attitude of the courts 
and many other factors familiar to the 
student of the business. These, how- 
ever, form the less interesting portion 
of the criticism which is, in its finality, 
an attack upon the way in which the 
interests of British companies are man- 
aged by their representatives in this coun- 
try. We quote from what he says: 


Managerial Expenses. 


But the main source of expense in the United 
States is undoubtedly the amounts paid to offi- 
cials and special agents for salaries and travel- 
ing, and the expensive style of stationery, sun- 


Defensive— An Answer to the Criticism — 


Comment. 


dries and office accommodation provided. Fir® 
insurance offices are to be found in the United 
States which contain needle baths for the con- 
venience of head officials, while there is at least 
one, not more than a thousand miles from New 
York, where the costly marble-lined and nickel- 
plated lavatory accommodation provided for 
the staff cost the shareholders about a thirtieth 
part of their entire outlay on a substantial 
office building, the result being as pretty a piece 
of absurd and irrational extravagance as can 
be imagined. No wonder the public think 
that they are being “‘sharked,” as they term 
it, by the insurance companies, when they see 
and hear of such things. The companies do 
not do them at home in England, and British 
shareholders four thousand miles away know 
nothing of them, though they may foot the bill. 
The writer well remembers the exclamations 
long since of an important Scotch fire manager 
to a brother manager, also a Scot, both on a 
trip in the United States, after an interview 
with the eight or ten special agents (Anglice, 
“‘Inspectors””) attached to one of the United 
States departments of his company. After 
hearing the salaries they got and the amount 
of annual expense accounts allowed them, he 
said: ‘‘Eh, mon, its’ astonishin’, they get mair 
than we dae,”” What would that worthy man- 
ager have thought of present day salaries and 
expenses, or what wou!d “he have said of insur- 
ance inspectors keeping their automobiles- 
yet many of them do. 


Lack of European Control. 


Now all these are abuses and practices which 
have crept into the business little by little, 
but which it will take years to correct. It is 
doubtful if many of the gentlemen occupying 
managerial positions in Europe—to speak 
largely, and so to avoid personal implications— 
really can know much about the conditions 
of the United States business they endeavor 
to control. There are not wanting outspoken 
critics who say that the United States officers 
of many European companies “manage their 
managers,”” and have the companies by the 
throat, and that by setting the various insur- 
ance commissioners on their companies—which 
they would very well know how to do—the 
could so embarrass and discredit them as 4 
most, if not quite, to ruin them, not merely 
in the United States, but generally. The 
occasional visit of a European manager to the 
United States for a fortnight or three weeks, 
principally occupied in entertaining and being 
entertained, is no adequate method of super- 
vising officials, who are more independen} 
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and accustomed to have less real control ex- 
ercised over their actions than those head 
managers themselves who have to report to 
their directors. —_——— 


In conclusion the critic of American 


underwriting says that the San Francisco , 


catastrophe affords an opportunity for 
taking stock of the situation and his sug- 
gestion is that if the British companies 
are making no money in the United States, 
then the directors should consider whether 
the time has not arrived for a reform, 
so far as the United States is concerned. 
His idea of reform is that the propor- 
tion of business written in the United 
States to the whole business of the com- 
panies should be reduced, that policies 
should be restricted in size, and the amounts 
of risk assumed in conflagration districts 
greatly curtailed. There should also be 
a stringent earthquake clause in all locali- 
ties subject to such disturbances, a close 
watch kept upon salaries, expenses and 
“Juxurious”’ office outlays, while hostile, 
discriminatory legislation should be fol- 
lowed by “peremptory withdrawal” from 
the state. “These things,” says the 
critic, “should certainly be done if the 
British investor is not to go on risking 
his capital, in a not too friendly country 
with all the odds against him.” 
On the Defensive. 

It is hardly necessary to say that the 
“Times” article has attracted attention 
in America and has been widely reprinted 
and read. It has elicited to an unusual 
degree public statements from under- 
writers in this country representing both 
American and British companies. 

The article is not wholly relished, 
although the officers of some of the Amer- 
ican companies seem pleased to have 
some of the conditions referred to by 
the author brought to attention in this 
way. ‘There seems, however, to be some 
doubt as to the author of the article, 
which has been variously charged to 
the president of an American company 
now in foreign parts, and to the American 
managers of certain English companies. 
None seem to think the article is written 
by an Englishman; that the Britisher 
is not sufficiently versed in the céondi- 
tions of American underwriting to pro- 
duce an article of this description. This 
is not speaking very well for the British 
underwriter, although it may be com- 
plimentary to the American. 

Manager Frank Lock of the Atlas 
takes issue with the author of the “Times” 


article. He speaks as he says, “as one 
having some knowledge of conditions 
on both of the water,” which is 
true, for Mr. Lock came to this country 
from a London insuranee office. He 
says that the criticisms are in some re- 
spects true, but are sufficiently wide of 
the mark in others to produce an unfair 
impression, even though the intention 
of the author is honest, as it seems to be. 

In his answer Mr. Lock deals more 
particularly with the conditions con- 
fronting English underwriters as_ the 
result of the San Francisco disaster. 
He points out that after the Chicago and 
Boston conflagrations in 1872 “the best 
period for fire insurance in this country 
followed,”’ and he argues, therefore, that 
better conditions, rather than worse, 
should prevail as a consequence of the 
San Francisco earthquake. 

Mr. Lock does not think that the con- 
flagration hazard is worse than formerly. 
He contends that in most cities the ele- 
ments of construction and protection are 
better and are constantly growing better 
in a marked degree. Superior construc- 
tion, sprinkler equipment, improved fire 
and water supply, with other local factors 
are erecting bulwarks against future con- 
flagrations. This, he says, is not dis- 
proved by the San Prancisco disaster, 
for that was caused by an earthquake, 
a hazard against which the companies 
did not insure. And he thinks, not- 
withstanding the enormous loss which 
the companies have been called upon to 
pay at San Francisco, the conditions 
following that fire today are vastly dif- 
ferent and superior to what they were 
after the big fires of 1871 and 1872. He 
considers it reasonable to assume that 
in the period of reconstruction now to 
come there will be an entire rehabilitation. 
of the companies within a measurable time. 

As to the hazards of legislation, tax- 
ation, ete., he thinks these always find 
reflection in the rate, that they are ques- 
tions within the scope of government 
control and it does not really concern 
the companies, which should be willing 
to do business under the conditions created, 
charging such premium as necessary to 
cover the cost. Replying to the critic’s 
attack upon the methods and the extrava- 
gancies of management in the American 
branches of the British offices, he says: 


sides 


Official Extravagance. 


As to the item of “official extravagance,’” 
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I do not think the criticism is just. There 
is one case, I believe, of an insurance official 
having a “needle” bath, but that does not set 
the pace for all of us or any number of us. 
Nickel plating is probably not more expensive 
here than the brass which is common in Eng- 
land. Marble is so plentiful and so cheap 
that it is really no luxury at all to use it in a 
good building; it is commonplace. In Eng- 
land, where it has to be imported, this is a dif- 
ferent matter. We believe that good tools, 
plentiful light and air, and reasonable space, 
all conduce to efficiency of operation; very 
few offices have more than these and many 
have not even these. The time has gone by 
when we expect the best results from cramped, 
ill-equipped offices. It should be remembered 
also that the buildings owned by foreign com- 
panies have financially proved excellent in- 
vestments. 

As to the salaries paid, it must be borne 
in mind that the cost of living is vastly more 
expensive here than in England. Also, it 
must be borne in mind that we are the crea- 
tures of our environment. The insurance 
business in this vast country simply cannot 
be done on the methods which are found effec- 
tive in a small, highly concentrated country 
like Great Britain. If we cease to have men 
of intelligence and ability to travel in the field 
and to pass upon the business in the office, 
we invite speedy and sure disaster. We can 
only obtain such talent by open competition 
which merchants, manufacturers, bankers, 
lawyers, etc. So soon as we endeavor to get 
under the general market level, our efficient 
men leave us for other channels, which are 
always open to them. 


Manager’s Problems. 


I quite believe that the whole financial, 
corporate and mercantile atmosphere is im- 
pregnated with extravagance, brought about 
hy the hugely rapid development of material 
prosperity in this country; but the conditions 
exist, and if any individual company or even 
any group of companies, undertake to defy 
these conditions they will meet with disaster. 
The prudent manager therefore is reduced 
to vigilant watchfulness to see that he keeps 
as near to the market line as possible, and 
is very lucky if he can get under it to any ap- 
preciable extent. It is a curious fact that 
our critic has failed to put his finger on the 
most vulnerable point of criticism, which 
is the exorbitant cost of commission to obtain 
business, averaging, as it did, 21.45 per cent. 
for all companies combined in 1905. 

The paragraph as to lack of “European 
control” is not just. The executive officers 
of the large foreign companies have vast, world- 
wide interests to supervise. It is unreason- 
able to expect that they can conduct their 
business in so important a section of the world 
as the United States without delegating details 
and responsibility to their managers, who rank 
with the executive officers of the domestic 
companies. In any large business enterprise 
the proper delegation of responsibility is the 
key to success, and the concern is to get the 
right man. It is unjust to the European man- 
agers to infer that their visits to the United 
States are perfunctory, it is contrary to the 
facts, and unfair to those reflected upon. The 


suggestion that the American managers exer- 
cise undue control over the head office officials 
is preposterous and scarcely needs serious 
notice. 





As to what shall be done by the British 
offices at this time, Mr. Lock does not 
think that any plan of so-called reform 
should be adopted which should preju- 
dice the plants established by the British 
companies in this country, when insurance 
conditions are probably better at this 
time than they have been for many years. 
Mr. Lock says, “it should be easily un- 
derstood that methods which are logi- 
‘ally the best for Europe may be utterly 
unsuited for application to this country.”’ 

An American Company View. 


President Sargeant of the New Hamp- 
shire Fire voices the feeling of American 
companies as to the points raised by the 
London “Times” writer. Mr. Sargeant 
evidently thinks that underwriters in this 
country representing both American and 
foreign companies are to blame for not 
having an adequate earthquake clause 
in force at the time of the San Francisco 
catastrophe. He holds that the great 
criticism against American fire insur- 
ance is its cost on the side of taxes and 
agency expenses, both items constantly 
on the increase, in contradistinction to 
the tendency in all other lines of busi- 
ness. He thinks the companies can have 
very little to say in defense of increased 
expenses. “Take the various writing or- 
ganizations,” he “and you have 
the supervision of a large part of our 
business being duplicated two and three 
times. At the same time why should 
two inspection bureaus examine the same 
property for the same company? The 

surely can curtail expenses 
direction. Of course the com- 
question is one that requires 

agreement and a_ reduction 
The salaries of Amer- 


Says, 


company 
in that 

mission 

universal 
is greatly needed. 
ican managers are of course an item for 
the foreign companies to regulate them- 


selves. If they are going to leave the 
conduct of their entire business in this 
country to their managers then their 


responsibilities are equal to those of ex- 
ecutive officers of our home companies 
and they certainly should be compen- 
sated equally well.” 


COMMENT BY THE EDITOR. 


It is a very pretty discussion all round. 
It has its serious and amusing side. It 
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certainly is no joke for the stockholders 
of English companies to send over their 
millions every generation to fill in the 
hole caused by a big conflagration. More- 
over, general conditions of underwriting 
in this country must be extremely aggra- 
vating to the English mind. That prob- 
ably is why the directors and officers of 
English companies, if they are wise, will 
studiously refrain from interference. The 
best managed and most successful English 
offices in this country undoubtedly will 
be found to be those where the American 
managers are given the greatest freedom. 

But insurance men everywhere are 
feeling sore over the San Francisco con- 
flagration. ‘They have been badly caught 
in a hazard against which insurance was 
not contemplated. The English com- 
panies have paid their money, in spite 
of this fact, manfully and well, as they 
always do, and it would seem to us, as 
a general proposition, to be the height 
of folly to consider at this time a change 
in their general underwriting policy. Some 
changes no doubt are desirable, but not 
because of the conflagration. They are 
changes which should be made any way, 
the need of which is only emphasized 
by the San Francisco disaster. 

It is almost axiomatic to say that the 
insurance companies doing business in 
America, whether foreign or domestic, 
should at all times exercise care and judg- 
ment in the selection of their lines in dis- 
tricts subject to the conflagration hazard. 
In respect to the matter of governmental 
burdens, we think there is nothing to be 
added to what Mr. Lock has said. It 
is a condition over which the companies 
have and can have no control. It is in 
the hands of the people, and when they 
demand a change it will come. So long 
as they permit this expense to be imposed 
upon the companies the cost will cer- 
tainly be turned back. 

Those ‘ Needle Baths.’’ 

When we come to the item of baths, 
we leave the realm of the serious and get 
down to that which is positively amusing. 
There is but one bath involved any way, 
and we do not see why the whole insurance 
business of America should be indicted 
on account of that one bath. But in any 
event, should the needle bath be a cause 
of criticism of insurance practices? A 
bath is a good thing in business hours 
as well as at any other time, and we do 
not see why a needle bath is not as good 


as any other kind. In fact, for some 
people it might be the best. The bath, 
we think, did not originate in America, 
but is a distinctly English institution 
Englishmen have the reputation of bath- 
ing all the time. We should not, how- 
ever, think of criticising English un- 
derwriting because the managers, clerks 
and other employes spend two-thirds 
of their time in the water. 

If there is any American manager 
of an English company who has got a 
needle bath in his building he is to be con- 
gratulated. The more baths there are 
the better. We certainly do not want 
our underwriting done by the great un- 
washed. There is nothing like a good 
bath to inspire men to work and do some- 
thing to earn the enormous salaries which 
they are paid. And if any kind of a bath 
would stir a man to increased action it 
would certainly be a “needle” bath. 

No, we think we can eliminate the baths 
and marble tilings in the consideration of 
this grave problem. Of this fact, however, 
we may take note. In America corpora- 
tions do things with a more lavish hand 
than they do in England. Expendi- 
tures are incurred which would make the 
English business man stand aghast. There 
is a general indictment against American 
business methods on the ground of ex- 
travagance. The average American busi- 
ness man earns a great deal and spends 
often a great deal more. It is an unfor- 
tunate condition. It does not represent a 
healthy tendency, and if we Americans 
can learn anything from our English 
friends in regard to modesty of expendi- 
ture we may well study their plans and 
methods. But Englishmen may likewise 
learn something from us, for we could 
undoubtedly show them things in_ the 
line of progress and improvement which 
would be a distinct benefit if adopted in 
that conservative country. 

In conclusion we do not regard it as 
at all likely that there will be any sub- 
stantial exodus of English companies 
from this country on account of the San 
Francisce disaster, certainly not until 
these companies have made up in some 
degree from future premiums and profits, 
the losses which they have therein paid, 
and when they have remained long enough 
for this purpose the San Francisco con- 
flagration will have merged into the dead 
and forgotten past. 
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SAN FRANCISCO SETTLING DOWN TO NORMAL CONDITIONS. 


Policyholders’ League Will Not Combine on Suits— Chamber of Commerce Investiga- 


tions Proceed. 


The work of adjusting and payment 
of losses at San Francisco is now pro- 
ceeding with less excitement than existed 
during the early stages. Indeed both 
the companies and the public seem to 
have settled down finally to the orderly 
discharge of mutual obligations. ‘The 
question of compromises with companies 
unable to pay in full, of course, con- 
tinues to be an aggravating question, 
but according to reports received the 
sensationalism formerly attendant upon 
these compromises seems to have sub- 
sided. 

As an indication of the state of public 
opinion in San Francisco, it is interest- 
ing to note that the “ Policyholders League” 
formed some two months ago with 
considerable care, prudence and conser- 
vatism, has finally abondoned, for lack 
of support, the principal part of its work, 
namely, the bringing of suits on the 
co-operative plan against companies de- 
clining to pay their losses without com- 
promise or refusing to pay them alto- 
gether. 

The Policyholders’ League was organ- 
ized in the early part of August, having 
four objects in view: 

1. To give advice to members how 
to obtain prompt and fair adjustment. 

2. To secure payments of adjusted 
claims. 

3. To enter and prosecute suits against 
companies that deny liability or refuse 
to make satisfactory payments. 

4. To generally improve insurance 
conditions as to rates and forms of policies 
and advocate proper legislation in re- 
gard to the same and to secure the best 
possible protection against fire. 

To carry out the practical work in 
regard to bringing suits, it was proposed 
to have policies registered representing 
$25,000,000, members depositing one per 
cent. of the value thus represented to 
cover the necessary expenses. This 
would call for $250,000 in cash, a big 
fund for the purpose designed. 

The president of the League in announc- 
ing the abandonment of this part of its 
work, says that either thru lack of desire 


or tardiness of action the general public 
has not been disposed to avail itself of 
this collection feature and has not regis- 
tered in sufficient numbers or quanti- 
ties to warrant the League in proceeding 
further. He says, however, that the work 
on general lines will be continued and 
calls attention to what has been done in 


bringing about a satisfactory compre- 
mise between the Firemen’s Fund, the 
Home F. &. M., Pacific Underwriters 


and Calumet insurance companies, and 
says that these efforts will be continued, 
as well as similar action in regard to other 
companies as may seem necessary. 





It is apparent, however, that the main 
work of collecting information in regard 
to settlements for the purpose of report- 
ing thereon, will be continued and finished 
by the “Chamber of Commerce.”” Thru 
the courtesy of Professor A. W. Whitney, 
who has charge of this work, we have 
been furnished with the inquiry blank 
sent out by the Chamber to property- 
owners who have suffered by fire. It 
is required that the returns made for 
the use of the Chamber must be signed 
by the property-owner, but the name 
will not be used in connection with the 
information formulated. Here is the 
schedule of information asked for: 


Buildings Contents 





‘: . Estimate of 

Sound Value \the Insured 
of Property ss j 

Insured : ( Final adjust- 

ed estimate 


Loss upon 
such 
Property : 


Fstimate of 
the Insured 


Final adjust- 
ed estimate 


Total Insurance upon such Property 


Names of Adjusters 


And upon the back of the blank 


spac- 
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ing is provided for tabulating the settle- 
ments of each company as follows: 

Names of insuring companies. 

Insurance carried in each company. 

Insurance paid by each company. ; 

Reasons given by the several companies 
for not paying claims in full (if not paid in 
full). 

Remarks (so far as not already covered) as 
to your treatment by the several companies, 
as regards specifically 

(a) Direct damage by earthquake, 

(b) Buildings dynamited, 

(c) The earthquake clause, 

(d) Reduction of claims for other 
Sons. 

The purpose and object of the Chamber 
work was outlined for the Journal of 
Insurance Economics by Professor Whit- 
ney last month, in which he made it evi- 
dent that the work of the Chamber was 
not to be in any sense one sided; that is 
to say, the information given by the in- 
sured would not be accepted as con- 
clusive without taking into consideration 
the company’s explanation of its attitude. 
Mr. Whitney said that the Chamber 
thoroly appreciated the fact that “an 
intimate understanding of the company’s 
point of view is essential.” 


rea- 


In this connection it is interesting to 
consider what effect the different methods 
of adjustment’ pursued by the various 
companies on the coast will have upon 
their future business in other parts of 
the country. It probably will have con- 
siderable effect in leading to discrimina- 
tion in Francisco, and effect 
at distant points in other parts of the 
country, for it appears that the preju- 
diced view of San 
property-owners has been understood by 
the purchasers of insurance elsewhere, 
and that there has been much sympathy 
even with those companies which have 
been obliged to offer compromises. ‘The 
least sympathy will be felt for companies 
which could pay and would not pay, 
denying liability on trivial technicalities. 

It does not seem probable that there 
will be any extended discrimination and 


San less 


; : , F 
point of Francisco 


selection among the rank and file of 
property-owners. This, as usual, will 
be left to the agent and the broker. Prop- 


erty-owners having large interests at 
stake, like those who control trust pro- 
perties, and banks and insurance com- 
panies holding mortgages, will undoubtedly 
direct the placing of insurance in com- 
panies having the best record at San Fran- 


cisco for the payment of their losses. 


But the bulk 


in the hands 


will rest 
of the agent and_ broker, 
and they will probably be prompted in 
their selection less by the way losses 
were settled at San Francisco than by 
the present financial condition and prob- 
able future solvency and 
ability of the companies. 
Nevertheless, over the whole range 
of business there can be no question as 
to this fact, that the companies known 
to have paid their losses promptly and 
in full at San Francisco will for years 
to come feel the effect of this knowledge 
in the improvement and increase of their 
business. 


of discrimination 


loss-paying 


It is estimated that insurance of about 
$125,000,000 has been paid into San 
Francisco, and in consequence, San Fran- 
cisco as a whole is flush with idle money. 
The very fact that this immense sum 
has been already paid in cash and that 
San Francisco, tho poor is in a sense 
rich, in itself relieves insurance com- 
panies of unjust criticism and_ stigma 
attached to them in the first instance. 
It is a big sum of money, more than has 
ever been paid by the insurance com- 
panies in a single fire before, and it demon- 
strates of itself not only the essential 
value of insurance, but its solidity. It 
has shown the unquestionable necessity 
of large surplus accumulations, and in 
addition it has demonstrated the unusual 
risk to which fire insurance capital is 
subjected. 


THE SPELLING REFORM. 


Here is our good friend Allison of the ‘‘In- 
surance Field”? throwing bricks at the spelling 
reform: Hear him! 

*“When the bran nu speling reachez inshur- 
ance contracks there will be L tu pae and no 
pitch hot. In contracks wordz and _ frazes 
hav wel none legal menings which wil be apt 
tu suffer in a filologikal shake-up. We ar 
just geting to standard policez az we abandon 
standard speling. What wud a man du if he 
thot he had inshured ‘‘shoes’’ and diskuverd 
tu late that he had only kuverd shuz, which 
mit be the ones yo ware on your feet or the ones 
vu apply to chickens tu familyar? The Kar- 
naygy-Rosvelt-Josh Billings speling theori iz 
without any standard eggsept the human eer, 
and, as human eers differ with each other about 
soundz, how iz any standard to be obzurvd ? 
We respeckfully offer the nu spelin a lemon 
with our complimentz.” 

But as a matter of fact, Allison is himselt a 
spelling reformer. Some eight or ten years 
ago he introduced the word ‘“‘insuree’’ into 
the insurance vocabulary. The Journal of 
Insurance Economics backed him up and wrote 
the word into its dictionary. 
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MASSACHUSETT’S COMMISSIONER ON FIRE INSURANCE SITUATION. 


Why Property Owners Prefer to Place Insurance Through Agents. 


In his report on fire insurance this year, 
Commissioner Cutting of Massachusetts 
rises to the occasion in a sensible way, 
when he states that the San Francisco con- 
flagration has demonstrated in a most strik- 
ing way the absolute necessity of surplus 
accumulations. He particularly points out 
how unwise it is, for this reason, for prop- 
erty-owners to complain whenever com- 
panies have an off year of profit. He says 
“it is an elementary fact, that needs to be 
stated over and over, that no funds are 
available out of which to pay losses if a 
company is to continue in business, except 
what are contributed by the insured in pre- 
miums and the interest on accumulations.” 

Rates must be sufficiently loaded to al- 
low surplus accumulations to put the com- 
panies in a position to meet conflagration 
losses without going into insolvency. He 
says,, “Had the rates been so low as to 
permit no such savings or had the stock- 
holders been greedy enough to have ab- 
sorbed all the profits year by year, not only 
would the San Francisco unfortunates have 
been unable to collect their losses, but all 
others having insurance in the insolvent com- 
panies would be direct losers thereby.” 

Dealing with the question of rates the 
commissioner has the following to say: 





“The question may be asked whether it 
is not possible for fire insurance to be af- 
forded at lower rates. With certain condi- 
tions changed it certainly could be. The 
premiums paid to a company are used for 
the settlement of losses, for paying the ex- 
penses of carrying on the business, and for 
the profit of the stockholders. The losses 
and expenses have to be paid first. The 
losses ,generally speaking, are beyond the 
control of the companies; that is, the great 
bulk of them will occur in spite of the com- 
panies. But the insured have it in their 
power to reduce fire losses to a very great 
extent. And they have it in their power 
also to keep down the expenses, a great 
element in which is agents’ commissions. 
If every insurer took his policies direct 
from the company or its local office, and 
thus commission was eliminated from the 
transaction, a considerable saving would be 
effected at once. 


“Impracticable? Yes, for the insurer, 
but not for the company. This element, 
therefore, has to be in the premium be- 
cause the public will do their business only 
through agents who seek for it for the com- 
mission there is in it. ‘The public does not 
want to go to the trouble to hunt up a com- 
pany and ascertain its standing any more 
than it wants to go to the postoffice for its 
mail or to the store for its groceries. People 
with insurance to place prefer to be sought 
rather than to become seekers, and they 
pay the bill, although it is not separated 
out so that they see that they are paying 
somebody 15 per cent. for procuring for 
them something they want and must have. 
But for the present, at least, this part of the 
expense of insurance will not be eliminated. 





“ Neither will the loss element be greatly 
curtailed. ‘The public are not ready to 
take the steps to effect a reduction in these 
respects by ignoring the agent on the one 
hand, and by building fire-proof structures 
and eliminating by greater care the com- 
mon causes of fires on the other. Lower 
rates then, if they come at all, must result 
from a reduction in profits on the business. 

“But with San Francisco following so 
closely on the heels of Baltimore—there 
was just two years to a day from the date 
this department sent out requests to the 
companies for reports of their losses in the 
Baltimore fire to the date when it sent a 
precisely similar notice in regard to the 
San Francisco disaster—it is in vain to 
talk of profits to most of the companies af- 
fected. But for these disasters lower rates 
would have been probable. But at the 
date of writing this it looks more-like an 
advance than a reduction.” 


CANNOT EXCLUDE COMPETITION. 


In Massachusetts the agent of a trust, the 
Continental Tobacco Company, was _ recently 
convicted of violating a state law for the ‘‘Pro- 
tection of Traders,”’ because he offered to make 
contracts with local dealers to give them special 
prices upon tobacco furnished, if said local 
dealers will agree to use only the product of the 
Continental Tobacco Company, thus excluding 
all other competitors. The Supreme Court « f 
Massachusetts upholds the constitutionality of 
the law, and says that the agent in the case was 
justly convicted of practices detrimental to small 
traders and free competition. 
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REHABILITATING SAN FRANCISCO BY USE OF THE RELIEF FUNDS 


Fire underwriters are as much interested _ will be donated to those who own lots in the 
as others in the rehabilitation of San Fran- burned districts to assist them in rebuilding 
cisco because a considerable portion of the their homes. A sum equal to one-third of 
insurance money to be paid will be used _ the cost of the building will be donated in 
towards that end, and also because of each case, provided it does not exceed $500 
their interest in San Francisco as a business in any instance. Another fund of $500,000 
and premium producing center. It will has been set aside for the purpose of mak- 
concern them, therefore, to know something ing loans to those who wish to build new 
about what is being planned and done with dwellings. As security mortgages will be 
the relief fund subscribed from all over the taken upon the building and lot at 3 per 
country after the immediate and temporary cent. interest. 
necessities of the people in that city have By far the biggest sum laid aside for re- 
been cared for. construction purposes is $2,500,000 which 

In the early stages of the disaster, the will be used in acquiring suitable tracts of 
money was expended liberally to afford land in various parts of the city, erecting 
relief without the exercise of close discrim- thereon small cottages containing apart- 
ination. Afterward this relief was granted ments of from three to six rooms each. 
only in cases where need was shown aftera ‘These buildings are to cost from $750 to 
‘areful investigation. This kind of relief $2,000 apiece and are to be sold for cash or 
work is practically over and there remains on the installment plan to bona fide resi- 
in the hands of the finance committee dents of San Francisco regularly employed 
having charge of these relief funds some or engaged in some business. In order 
$5,500,000, and it is proposed to utilize to carry out these ambitious plans the com- 
this large fund for the purpose of assisting mittee having charge of the relief funds is to 
San Francisco to get upon its feet. be incorporated, and in addition to the 

Among other things a new almshouse _ plans described above, loans and donations 
will be constructed at a cost of $100,000. will be made to enable people needing help 
Another $150,000 will be spent in the to re-establish themselves in business by 
construction and repair of temporary the purchase of tools, furniture, clothing, 
buildings in the public parks which are ete. 
designed to shelter those who have no This work is already going forward and 
homes during the coming winter. Aspecial the completed plans will be carried out as 
fund of $500,000 has been set aside which — rapidly as possible. 





‘‘WHO OWNS THE FIRE INSURANCE SURPLUS” 


FRoM THE “SurRveEYoR’’ OF New York 








In the compiling of the statement to One of the strongest factors in its creation 
show the firiancial condition of a fire insur- and growth is the cash capital. 
ance company, it is often found that the To obtain the use of this fund, which 
net surplus represents a very considerable secures the payment of all ordinary claims 
sum of money, as it ought to do. for loss the company pays to the stock- 


To the layman unacquainted with under- holder an annual dividend, which in the 
writing, this large fund indicates the great United States averages say 10 per cent. of 
financial strength of the company, and _ the face value of the certificates of stock. 
wonderful prosperity in accumulating this This dividend is — or should be embraced 
enormous “profit.” The very word “sur- in the rate of premium — for it is the policy- 
plus”’ conveys to the mind the impression holder who benefits from the obtaining of 
of a superfluous fund —a surplus of un- the security and the amount of the dividend 


needed money in the conduct of the affairs should be charged to the expense account. 


of the company. It is well authenticated that the loss and 
How is the fund created — how has it expense account uses the premium up to 
grown, and who will it be disbursed — within 1 per cent. (see Statistics, N. B. of 


in short, who owns it ? F. I.), and hence the premium account 
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can in no manner enter into the creation of 
the surplus. 

The investment of the capital stock fund 
through the profit arising therefrom is an 
essential factor in the growing of the sur- 
plus — especially when conducting the 
affairs of a company possessed of a large 
capital. 

It is a generally accepted opinion that 
while this accretion is held as surplus, to 
secure the payment of extraordinary 
claims — that, being the result of the invest- 
ment of funds belonging to the stockholders, 
they hold an interest therein ; but as already 
stated the dividend paid to the stockholders 
averages annually 10 per cent. of their con- 
tribution, which is assuredly a sufficient 
compensation to cover not only the risk 
of securing the fulfilling of the policy con- 
tracts, but would seem to be also sufficient 
to permit the use of the fund through in- 
vestment to create a necessary surplus; 
yet, if, as might occur, this accumulation 
should make such surplus, as a whole, 
larger than would seem to be essential, 
such excess might be paid over to the 
stockholders in the form of an extra divi- 
dend. (44aqq 

The profits arising from the investment 
of the “reinsurance fund,” — this fund 
representing a large sum of money in the 
affairs of a company doing a large business 
— takes an important position in the grow- 
ing of the surplus, and this profit, great or 


small, ought undoubtedly to be so applied. 

To sum up — the banking department 
of a company should bring all its tentacles 
to bear to grow the surplus, in order to be 
sure to meet all unusual but unavoidable 
disaster. That is the study which con- 
fronts the company in the use of the fund 
for to that use it undoubtedly belongs — 
so forcibly demonstrated to the companies 
through conflagration, especially so in the 
recent disaster at San Francisco. 

A company possessed of a large surplus, 
has not only the strength to defy the conse- 
quences of ordinary disaster, but can afford 
to laugh at them, and it is well to keep in 
mind that while its depletion may tempora- 
rily weaken the company, the sources of 
recuperation remain effective and unim- 
paired. 





SAN FRANCISCO MISUNDERSTANDING 











In an article written for the “Independent*’ 
of New York, Mayor Schmitz of San Francisco 
makes the following remarkable statement: 

“One very unfortunate fact to which I call 
the attention of the entire world is the action 
taken by the insurance companies in their man- 
ner of paying the fire losses. Believing us in a 
helpless condition, the insurance companies 
have taken every advantage of our helplessness, 
and with a few exceptions have tried every 
possible means to avoid full payment of just 
claims. The cities of Chicago and Baltimore 
have had the same experience with fire insur- 
ance companies that we have had; but un- 
fortunately not enough publicity was given to 
their methods: and some of the companies that 
paid sixty cents on the dollar, and other com- 
panies which failed to pay altogether, were, 
after the fires of Chicago and Baltimore, able, 
through lack of publicity given to their actions, 
to do a large business in fire insurance in San 
Francisco, and after the fire to take the same 
stand and use the same tactics that they . had 
used after the fires of Chicago and Baltimore. 

‘But the people of San Francisco are deter- 
mined that those fire insurance companies 
which have dealt so unfairly with our afflicted 
people shall be published to the entire world 
repeatedly, not so much with the view of injur- 
ing the individual companies for the despicable 
stand they have taken, but in order that the 
citizens of other cities may have an opportunity 
of protecting themselves under similar condi- 
tions by knowing the companies that are un- 
reliable.” 

With hostility to companies of the nature 
shown'by this statement, it is easy to under- 
stand why trouble arose between the companies 
and the public. Mayor Schmitz undoubtedly 
believes his statements true, and so believing 
it is not strange that he fought the companies. 
Misunderstandings of this description, very 
often arise when there is a loss. 


AGENTS TRANSFERRING BUSINESS. 


A local agent takes issue with the Journal 
on the contention advanced in the July num- 
ber that agents should not transfer business 
under the stimulus of excess commissions; 
that he is under moral obligations to continue 
the company’s business on his books so long 
as he might represent it. 

He wants to know why, if this obligation 
exists on the part of an agent, a company is 
not also under moral obligations to rétain the 
agent so long as he shall continue the busi- 
ness. .As a matter of fact, he says, ‘“‘a com- 
pany reserves and exercises the right to better 
its position by leaving one agent and appoint- 
ing another. Why should an agent not ac- 
cept an opportunity when it offers of placing 
his business where it will produce him a better 
income?” 

There is no reason why he should not. If 
an agent wants to transfer his business from 
one company to another he has a right to do 
so, but he should notify the company and if 
it objects to the transfer resign it. The rights 
in the matter involved, as it seems to us, can 
be stated as follows: The company has a 
right to change the agency; the agent at all 
times has a right to resign the company. 
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SOME REFLECTIONS OF A VETERAN LOCAL FIRE AGENT 


W. H. MaNpwWILLE BEFORE THE NEW YorK SPECIAL 
AGENTS ASSOCIATION 


In May, 1863, I solicited my first risk 
and wrote my first policy of insurance. In 
those days there were no daily reports, no 
tariffs, no stamp clerks, no co-insurance, 
but few special agents, no 25 per cent. 
advances, and instead of schedules, we 
guessed at the rates. We made a report 
once a month of the risks accepted by us; 
some of the companies did not even require 
a complete copy of the written portion of 
the policy, simply a synopsis, with the 
report of the exposures. Agents were 
expected to be honest; therefore the com- 
panies trusted them. 

The daily report, the tariff of rates, and 
the schedule rating of risks, are great im- 
provements. The stamp clerk as a check 
upon dishonest agents is a necessity. If 
the public fully understood co-insurance, 
it would demand that all rates be made 
on a co-insurance basis. The special 
agent and the adjuster are also very essen- 
tial and to the local agent, he is the com- 
pany and therefore his advice is valuable 
to the agent, and the careful personal 
inspection of the risks on his books by the 
special agents, takes a great burden off 
of him. 

We are confronted with the largest con- 
flagration loss, both in size and amount of 
property destroyed, this country has ever 
known. Chicago, Boston, Baltimore, each 
have tried the stability of the fire insurance 
companies; but San Francisco is the most 
severe trial of all. One of the sufferers by 
these conflagrations is the stockholder, 
whom but few of us know, yet he is entitled 
to our sympathy, as he is a silent but im- 
portant factor in our business. 

Fortunately for the local agent, he does 
not have to attempt to solve the problem 
of how to provide a remedy for these ills. 
The officers of our companies surely have 
a great task on hand, and they too are 
entitled to our sympathy and earnest work 
to aid them in this arduous duty. You 
have to help them by doing all you can to 
brace up the local agent; and when the 
local agent goes to the assured with his 
tale of woe and attempts to get an advance 
in rates, then he realizes that his troubles 
have begun. 

I know this is a delicate matter to discuss. 
Strong, sound, solvent insurance companies 


are essential to the local agents, and more 
so to the assured, and it requires adequate 
rates to make and keep them so. Never- 
theless, do horizontal advances on non- 
conflagration hazards, fairly meet the sit- 
uation? Ought not conflagration risks to 
be so rated as to build up a surplus to meet 
conflagration losses? Are we not building 
up by putting the burden on non-conflagra- 
tion risks, a competition that will be hard 
to handle and control. It may not be 
fair to discuss this here, as you, like the 
local agent, have to obey orders and see 
that rates are advanced. But, horizontal 
advances in rates are, to say the least, very 
unfortunate, even when caused by a San 
Francisco disaster. People who insure 
take the position that conflagration risks 
should pay conflagration losses; and the 
man or company who owns detached risks, 
feel they are very unjustly treated by the 
recent advance, and everyone who can get 
insurance outside, in mutuals,non-boarders, 
or otherwise, is doing so; the result being 
that we are losing a very large percentage 
of our preferred or best manufacturing 
risks, and on large risks we are only getting 
surplus lines, the excess above what 
mutuals and non-boarders will carry. 

It is very hard to convince this non- 
conflagration class of insurers that there 
is any just cause for this advance. Why 
not rate special hazards on their merits and 
by schedule, and if present schedule 
charges are not adequate, add to them 
until they are. Do we fully realize the 
importance of the insurance business and 
the large sum of money paid for it? Is 
there care enough taken in making and 
considering the rates? Are there not too 
many cheap men employed without exper- 
ience of any kind, to apply schedule and 
make rates? Is there any other kind of 
business that makes prices in the slip-shod 
way we do, and that requires so much 
machinery to correct errors? The report 
of the salesman or agent, apparently has 
no weight. Ought you not to employ 
agents whose opinions and judgment you 
at least respect; men who are honest both 
with the companies and the assured and 
are educated in the business and will make 
honest reports ? 

What effect would flat and contingent 
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commission have on the business if made 
universal ? Would it cause the agents to 
be more careful in his inspection of risks ? 
Would it influence his selection of risks, if 
there is such a thing as selection for a local 
agent? Would he take a greater interest 
in more efficient fire departments and water 
supplies, in keeping risks and alley ways 
cleaner? Would he always insist upon a 
total loss being always paid, when if 


fairly adjusted, there was a salvage, and 
in case of partial losses be willing to pay 
twice the amount of the loss, to be popular ? 
Would he always oppose a fair rate and 
always insist rates were too high? If by a 
flat and contingent commission, any one or 
all of these evils could be cured, it would 
pay the companies to try it. I am heartily 
in favor of it, provided all the companies 
would adopt it. 





COMMISSIONS TO AGENTS AND BROKERS IN 1905 





The report of the Vermont Insurance Department just issued contains the followng figures 
regarding the rates of commission paid in 1905 by the 45 American and foreign companies doing 


business in that state: — 





AMERICAN COMPANIES. Sag 
Commissions 4 5 
Premiums Received and Sa 5 
Brokerage. he sa, 
iw =) iS) 
Ama $6,086,947. 12 $1,039,229.15 17.07 
Alliance ... 437,980.01 89,993 . 94 20.55 
American ..... 1,769,036 .37 403,453 .93 22.8] 
OE eae ae 1,837,036 .35 310,040.59 16.88 
Capital ...... 338,907 . 54 80,217 . 67 23. 67 
ere ree 542,128.75 165,052.71 $0.45 
Connecticut ...... 3,119,809 .72 645,134.97 20.68 
Continental ....... . 5,993,169 .61 1,294,683 . 50 21.60 
Fire Association ...... 3,762,406 .01 955,817.31 25.40 
Fireman’s Fund 3,921,480. 04 588,948 . 20 15.02 
Germania......... 2.568.527 .57 551,507.42 21.47 
Granite State ..... 465,569 . 47 95,716.29 20.56 
SS aes 12,936,113. 40 2,370,320 .42 18.32 
TE oe orb asad Rawat ee 8,683,270. 65 1,604,290 . 34 18.48 
Ins. Co. of North America . . 7,166,580 .96 1,480,806. 74 20. 66 
PONE oe oo che es 4,396,219 .97 830,217, 21 18.88 
New Hampshire 1,739,745 .13 421,948.48 24.42 
ee eer 2,709,979 . 10 538,909 . 30 19.89 
ER eee Ee 1,123,720.89 248,000.61 22.07 
Pennsylvania ........... 2,957,451.34 593,446.71 20.07 
Phenix, New York ...... 5,998,424 .68 1,177,683 .33 19.63 
eo 4,058,048 . 47 811,829.06 20.01 
Providence Washington 2,456,415 .63 494,461.59 20.13 
Sormepfeld .......... 3,788, 136.08 727,406.12 19.20 
(C., ——r 1,585,494. 66 382,906.25 24.15 
United Firemen’s . . 528,854.72 130,048 . 59 24.59 
Westchester ........ 2,092,820 .09 441,222.79 21.08 
Williamsburgh City 1,183,501. 18 297,461.90 25.13 
Total ... ee a ae $94,247,775. 51 $18,770,754. 92 19.92 
FOREIGN COMPANIES. 
Aachen and Munich .... $971,419.99 216,848 . 63 22.32 
CLS pei oes 1,429,969 . 06 300,963 . 28 21.05 
British America .............. 1,459,071. 28 263,830.10 18.08 
Commercial Union ............. 3,311,729 .00 677,718. 14 20.46 
Law, Union & Crown ............. 343,549.43 85,852.92 24.99 
Liverpool & London & Globe 6,803,156 .52 1,117,097 .36 16.42 
ON ERI Re a ee ere 1,943,279 .35 397,734.96 20.47 
North British & Mercantile .... 3,882,813 .60 771,191.78 19.86 
POI, 5-5-0 5 8k FS ee po alas 2,437,446 . 68 539,755.10 22.14 
Norwich Union .......... - 2,103,947 .92 427,549 .89 20.32 
ne ae 1,415,367 .08 $08,213, 44 21.78 
Phoenix, England ...... 2,445,992 .48 459,151.69 18.77 
SE ee ee ; 5,279,716 .92 907,346.11 17.19 
3 ee 157,749.73 28,777. 59 18.24 
OY no celia soe ts ES eee 2,396,977 . 27 553,308 . 76 23.08 
Union, England er ice sei ahe gikbane wed cel 1,040,141. 96 267,058.17 25.68 
ee ae a ee eee 2,462,525 . 25 500,517.06 20.33 
MIA a We he os davlou wide heed $39,884,853 . 52 $7,822,914. 98 19.61 
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“WHO ARE THE WELCHERS?”’ AT SAN FRANCISCO 


From “Best’s INsuRANCE News” 


From all sides we hear complaints that 
this or that company is “welching” on 
its San Francisco losses. There is not 
the least doubt that the insuring public 
is determined to boycott those concerns 
which dishonorably repudiate their just 
obligations there; and, even though they 
may have more or less ground for “hold- 
ing up” the insured, and demanding re- 
ductions ranging from 10 per cent. to 
50 per cent. or even more, by the terms 
“earthquake,” “fallen building” or “dy- 
namite’’ clauses, the fact remains that 
those companies which are treating their 
San Francisco creditors in an arbitrary 
and technical manner will be made to pay 
heavily therefor in loss of business and 
prestige. 

We are constantly receiving letters 
asking whether certain companies have 
taken advantage of the clauses just re- 
ferred to, our correspondents _ stating 
plainly that if so they do not want their 
policies. Brokers and agents tell us that 
they have positive instructions from their 
clients to place no business with any 
“welching companies.” Many of those 
so classed say, cynically, that the public 
will forget all about it in a year. There 
they are wrong, in our opinion. This 
matter is being followed with the greatest 
interest, and the facts regarding the action 
of the various companies are being col- 
lected by several investigators, working 
separately and thoroughly; and we be- 
lieve that every concern which has shown 
a “streak of yellow” in settling at San 
Francisco will be blacklisted and _practi- 
cally boycotted out of business. 

We have no patience with the many 
hypocrites who throughout their career 
as underwriters have been settling and 
paving individual losses which they could 
have defeated on technicalities, but which 
they were morally obligated to pay; but 
who now, under similar conditions, be- 
cause of the magnitude of the losses sus- 
tained at San Francisco, are suddenly 
smitten with an overpowering sense of 
their duty to their stockholders. 

For those companies which honestly 
admit themselves bankrupt and able to 
pay only a part of their debts, we feel 
there can be no just criticism. Their 


“e 


policyholders accepted their policies with 
full knowledge of the extent of their re- 
sources, or, at least, they could easily 
have known. The stockholders, before 
a policyholder can lose anything, must 
themselves lose everything; and we can- 
not see that there is any moral obligation 
upon the stockholders to put up additional 
funds, having lost their accumulated sur- 
plus and the invested capital as well. But 
when companies deliberately misrepre- 
sent their condition, claiming in the East 
that they are solvent and in San Fran- 
cisco that they can pay only from thirty 
to fifty cents on the dollar, they are guilty 
of downright dishonesty. Suppose some 
policyholder outside of San Francisco 
sustains a loss. The management must 
either pay him in full, thus robbing the 
other claimants, or must pay him the 
same percentage that they offer in San 
Francisco. It is impossible to be honest 
with both. And those concerns which 
are guilty of such deceptions, or others 
which succeed them will find it impossible 
to escape their record, so far as our re- 
ports are concerned. 

Even worse are the big companies 
which, after taking substantial profits out 
of San Francisco for years, are now re- 
fusing to pay anything, or are demanding 
an arbitrary reduction from the claim as 
adjusted, the reductions demanded rang- 
ing from five per cent. to twenty-five per 
cent. or more. They endeavor to excuse 
their position on various grounds and say 
that the companies which are paying in 
full and settling their losses upon broad 
principles of business, honor and equity, 
are doing so “solely for advertising pur- 
poses.”” That is as. contemptible as it 
is false. We have in mind a company 
whose losses ran far into the millions and 
whose stockholders, without the least 
hesitation, put up the money necessary 
to pay them in full. And that company 
had better grounds for denying liability 
than most of the heretofore respectable 
““welchers.”’ 

The daily papers of San Francisco are 
as rabid and unfair in their wholesale de- 
nunciation of the insurance companies 
as are the rank and file of the subsidized 
insurance papers in their defense. Be- 


























Journal of Insurance Economics. 


143 








tween these two extremes lie the facts, a 
knowledge of’ which is essential to intel- 
ligent discrimination between companies. 
We shall make an earnest effort to do ex- 
act justice to the companies and to our 
subscribers when making our full report. 

An 


quarters to create the impression that 


effort has been made in certain 
the cut of five per cent. to thirty per cent. 
demanded by certain companies is justified 
by the conditions surrounding the dis- 
aster, the earthquake and dynamite dam- 
age, failure of the water supply, ete. Lest 
our subscribers be misled, we desire them 
to know that the cut is demanded not 
from the face of the policy necessarily, 
but from the loss as adjusted. In the ad- 


justment everything bearing upon the 
question of the amount due is considered; 
and our readers can judge for themselves 
from this sample statement whether there 
is any justification for the demand for 


further reduction. 





‘“‘WHO ARE THE WELCHERS?”’ 


CONTRIBUTED 











The tone of an editorial, “Who are 
the ‘Welchers,’ * in the “Bests Insurance 
News” for August seems much more 
bitter than the generally known facts 
warrant, and if the report of its special 
representative is to be what the editorial 
would lead one to expect, it will be more 
lurid and incendiary than _ beneficial. 

The direct and indirect causes of the 
appalling loss at Son Francisco was a 
hazard not paid for in any contract of 
insurance in force there,” and not con- 
sidered nor contemplated except by those 
contracts which exclusively denied lia- 
bility for such a hazard. The losses 
at San Francisco must be paid with the 
money contributed by other policyholders, 
and consequently, anything paid at San 
Francisco in excess of what is justly 
due, will be to that exact extent, an in- 
justice to the millions of other premium- 
payers throughout the world. The ma- 
jority of premium-payers who” are likely 
to give the matter any serious attention, 
will understand and appreciate this last fact. 

It goes without saying that from a 
humanitarian point of view, our un- 
fortunate brethren in San Francisco should 


be treated with great liberality, but when 
it comes to giving, what right has one 
to judge another as to whether he gives 
One © 


premium-payer in New York might say 


at all or as to the extent of his gift ? 


“T am willing to stand my share of a 
total loss to every claimant in San Fran- 
cisco.”” Another might say, “I am _ will- 
ing to pay no more than my share of 
what is legally due the claimants of San 
the 
the right, or if neither, who can fix the 


Francisco.”” Which of two is in 
exact golden mean ? 

The human mind is not able to reach 
“exact justice” in ordinary affairs and 
in such an unprecedented and compli- 
cated case as that in question, how futile 


must be the attempt to draw the line. 





FIREMEN’S FUND SETTLEMENT 








While 


have not always been ready to sympa- 


San Francisco property-owners 


thize with outside companies whose 


financial exigencies compelled them to 
offer compromises, yet their local pride 
and loyalty has made it possible to effect 
a satisfactory adjustment in the 
of the Firemen’s Fund, the Home F. & 
M. and the Pacific Underwriters, which 
were finally obliged to succumb to this 
unusual catastrophe. The adjustment 
between the companies named and their 
policyholders has been effected thru the 
mediation of the Policyholders’ League, 
which has issued a letter to all claimants 
against these companies, advising them 
to accept the proposition made by them 
for settlement in lieu of proceedings in 
insolvency. 

This letter recommends that the best 
thing for policyholders to do is. to settle 
upon the basis of 50 per cent. in cash, 
taking the balance of their claim in stock 
of the companies, to be estimated at 
$500 a share. This plan, it is said, 
will bring to the policyholders ultimately 
the full value of their claims, for the 
stock of these companies, if they can 
continue in business, is almost certain 
eventually to have full face value. It 
seems to be an admirable method of set- 
tlement, one which any reasonable pol- 
icyholder should accept, for it gives to 
him the possibility of realizing the full 


case 
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value of his claims eventually without 
court proceedings, and also will main- 
tain in business local corporations which 
are so severely hit by this disaster. 
Whether such a basis of settlement 
could be acceptable in the case of out- 
side companies is of course problemati- 
‘al, for the matter of local pride and 
loyalty is not here at stake. The Milwaukee 
Mechanics of Milwaukee has offered to settle 
with its policyholders in San Francisco 
on the basis of 70 cents on the dollar. 
Under the safety fund law of Wisconsin 
the Milwaukee Mechanics has $1,500,000 
with which to pay conflagration losses. 
This amounts, after deducting reinsurance, 
to $2,100,000. The company can there- 
fore pay its policyholders 70 cents on 
the dollar now. An alternative propo- 
sition is made to pay 50 cents now, the 
policyholders awaiting the distribution 
of the sefety fund for the remainder of 
his loss. the advantage to him being that 
probably he will receive more than 70 
cents on the total loss when this is done. 
The safety fund law of Wisconsin, like 
that of New York, requires the company 
to segregate a part of its funds which 
cannot be touched or disturbed by cono- 
flagration. It is a special reserve fund for 
the protection of unburned policyholders. 





CHANGING THE STANDARD POLICY. 








The claim made by President Evans of the 
Continental that the time has arrived for the 
reformation of the standard policy, to cover ‘‘all 
contingencies causing fire,’ will be contested by 
other underwriters. Mr. Fvans is a radical and 
does not hesitate te advocate a change when he 
thinks it necessary or expedient But others 
more conservative think it is better to bear the 
ills we have than to flee to those we know not of. 

We see no reason why companies should not 
insure against earthquake and other indirect 
causes of fire if the rate covers the hazard, A 
reactionary attempt on the Pacific Coast to 
adopt an ironclad earthquake clause has failed 
because the property-owners in that section will 
not accepta contract of this discription. In 
other words, they want the insurance companies 
to assume at least the indirect hazard of earth- 
quake. 

Shall the companies now frame policies to pay 
all losses, direct or indirect, where fire ensues. 
It is feasible to do so, if the cost can be esti- 
mated and properly covered in the premium. 
Fire policies ought to be as free as possible from 
opportunity for misunderstanding over techni- 
calities. If the San Francisco earthquake loss 
can be figured out and distributed over the pre- 
mium income by the companies doing business 
in the earthquake zone, it might be possible to 
issue a ieond policy. 





IRRELEVANCES BY THE .EDITOR. 








We mignt as well say it now as any time. 
We agree with T. Roosevelt, B. Matthews 
and A. Carnegie. The simplified spelling 
is a good thing to adopt and we are going to 
do our part toward making is universal. This, 
no doubt is a shocking confession to make 
and will stir the feelings of some of our “‘ultra- 
literary” readers. In fact, when we first 
read the announcement of the president’s 
decree we were a little “‘shockt”’ ourselves, 
but that was before we fully understood what 
he had done and what it really signified. 

In the first place what Roosevelt has done 
would have attracted no attention if he did 
not occupy a public position. He has merely 
done what any private individual or business 
man would have the right to do in his own 
business, directed that the simplified spelling 
should be adopted in his own office—nothing 
more, nothing less. The ardent reporters 
of the press, especially the opposition press, 
have made a public issue of the matter and 
tried to make it out that Roosevelt was some- 
thing akin to an assassin of the English language. 

The editor of the Journal thought he would 
not condemn 'T. Roosevelt off-hand so he 
began to look into the matter. He wrote 
for information about the simplified spelling. 
He found that it was not such a terrible thing 
after all, that many eminent educators en- 
dorsed the idea, that the words suggested and 
recommended by Brander Matthews and 
adopted by the president were already in ex- 
tended use, and strangest of all, he found 
that most of the words had already, consciously 
and unconsciously, been adopted for use in 
his own office. 

We read thru the first circular from the 
simplified spelling board, and strange to relate, 
after going over the two pages of the document, 
there was but one word which pierced our 
consciousness with a sense of newness. We 
cannot see but that circulars printed in sim- 
plified spelling read and look about the same 
as those printed in the old way. 

We are frank to say that the reasoning which 
has led the Simplified Spelling Board to recom- 
mend the universal adoption of some — three 
hundred words, appeals to us, and as the Jour- 
nal of Insurance Economics always likes to 
be in line with progress we shall use all these 
words wherever we can. In_ brief we think 
the simplified spelling is a ‘“‘good thing,” 
and in the language of the illiterate we pro- 
pose to “push it along.” 

This article is spelled upon the simplified 
plan. Does the reading of it in any way shock 
the sensibilities of our readers? 

We have just been looking over a book pub- 
lished in 1823 wherein we find these words: 
Publick, characteristick, musick. The dropping 
of the ‘‘k”’ from these words was no doubt as 
great a “‘reform” in its day and as great a shock 
to the conservative as the present suggested re- 
form. Here is an instance of ancient spelling: 
Sao sal “ : ae 
**Extatick””—now reformed into “eestatic.’ 
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DEMAND FOR UNIFORM LIFE INSURANCE TERMINOLOGY 


WRITTEN FOR THE JOURNAL OF INSURANCE Economics By Ropert L. ForeMAN, ATLANTA, 


I have just read Commissioner Cuttings 
latest report and recommendations with 
that interest which is sure to attach to 
everything from the Massachusetts depart- 
ment. I have especially noted his remarks 
in regard to standard policy forms, the 
adoption of which he thinks would elim- 
inate the great majority of complaints 
against life insurance companies. 

Undoubtedly such an opinion is entitled 
to the great weight which it will have in 
the form of reform discussion. But things 
differ with the point of view, and as a field 
man with an experience of more than 15 
years, I cannot agree with Mr. Cutting 
that hard and fast uniformity in every 
feature of the policy contract would be 
desirable. It seems to me that individual 
initiative on the part of the company 
should not be curtailed, since it has usually 
been in the direction of more liberal bene- 
fits, but I do think that there should be a 
Standard Lije Insurance nomenclature or 
terminology; that the basic features of 
every policy contract should be clearly set 
forth in terms which should be the same in 
all companies for a given form of policy, 
and whose meaning would come to be 
thoroughly understood by the general 
public. 

It seems to me that this habit of giving 
many variant names and confusing, not 
to say misleading, titles to the same form 
of policy has done more to encourage mis- 
representation” and cause dis-satisfaction 
among policyholders than the differences 
in the policies themselves. For example, 
if you will look over any compendium of 
life insurance policies, you will find that 
a 20 Premium Life policy, with dividends 
deferred for 20 years, is given a different 
name by almost every company, and the 
following are a few. of the picturesque 
titles, under which this popular policy is 
offered to the public:— 


Indemnity and Investment Bond. 
Guaranteed Accumulation Policy. 
Accumulation Dividend Policy. 
Guaranteed Option Policy. 
Dividend Endowment Policy. 


Optional Endowment Policy. 
Return Cash Value Policy. 
Survivorship Dividend Policy. 
Semi-Tontine Investment Policy. 
Deferred Dividend Policy. 
Accumulation Surplus Policy. 
Compound Dividend Policy. 
Trust Bond. 
Reserve Dividend Policy. 
Life Rate Endowment Policy. 
Guaranteed Income Policy. 
and many others. 


The essential features of this policy 
contract are almost identical in each com- 
pany; it carries practically the same rate, 
that is to say, the rate each company 
charges for a 20 Premium Life policy, and 
in each case the dividends are deferred for 
20 years and forfeited in case of prior 
death or lapse. Why would it not be possi- 
ble, therefore, to require the companies to 
sell this policy under a standard label, 
something like the following: 

“Kind: Limited Payment Life.” 


“Premiums Payable: For 20 Years 
Only.” 

“Dividends Payable: At End of 20 
Years (Provided, Insured Is Then 


Alive and Policy In Force).” 

With these fundamental features made 
clear beyond misunderstanding, it would 
matter little if one company made its 
surrender values operative at the end of 
the second year, and another the third; if 
one company gave automatic extended 
insurance, and another automatic paid-up 
insurance. The values and_ surrender 
considerations might also differ as the rate 
differs, but as these things are clearly 
stated in figures, they are not likely to be 
misunderstood. 


The standard terminology, however, 
should go further, and give a standard 
name to all the trade or technical terms in 
the policy contract. So long as one com- 
pany calls its apportionment of surplus a 
“Dividend,” another a “Bonus,” another 
“Profits,” another “Accumulation,” and 
another “Distributive Surplus,” it is not 
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strange that the public should be bewil- 
dered. 

Again, the feature of return premiums 
is so handled as to cause complete misunder- 
standing on the part of the public, and lead 
to the suspicion that such is the intention. 
For instance, this feature appears in policies 
of several leading companies under the 
following names: 


“Return Premium.” 
“Mortuary Allotment.” 
““Guaranteed Dividend.” 
“Contingent Additions.” 


Now every life insurance man knows 
that this feature is simply the insurance of 
the premiums, for which the policyholder 
pays extra, and that to call it a dividend, is 
a flagrant mis-statement of facts. This 
feature should have a standard name, and 
it should be clearly stated that it is given 
in consideration of an extra premium. 





Nearly every branch of science, art, and 
business has adopted standard terms whose 
meanings have become a part of our lan- 
guage, and it seems to me that life insur- 
ance can never be freed from abuses until 
something like this is accomplished. In 
actual experience, I have met many cases 
of misrepresentation real, or alleged, and 
much confusion in the minds of the policy- 
holders concerning the terms of their 
contracts, but the most frequent msunder- 
standing was in regard to the premium 
paying term, and the next, as to the divi- 
dend feature. 

Life policies with 20 year dividend 
features are frequently sold as 20 payment 
contracts, and dividend distribution under 
its multiform names is susceptible of all 
kinds of juggling. Now if every policy 
should be plainly labelled, showing the 
number of premiums expected, and how 
dividends are payable, and the companies 
absolutely prohibited from making esti- 
mates as to future dividends, the chances 
for misrepresentation, deception and fraud, 
would be almost eliminated. 

The preparations sold by standard drug 
houses carry whatever name their manu- 
facturers may choose, but on every bottle 
is a standard label clearly describing the 
ingredients. The proprietary preparations 
or patent nostrums, however, have always 
refused to give their formula, preferring 
that the public accept the peculiar names 
and claims which they put forth. Now 


it is hardly unfair to state that life insurance 
policies have been sold very much like 
patent medicines; absurd and deceptive 
claims have been encouraged by high 
sounding and misleading titles. 

Frankly, the companies in the past have 
not sought uniformity in this respect, but 
quite the reverse. Each company has vied 
with the other in getting up some policy 
with a new and catchy title, and some, in 
their efforts to get away from the beaten 
track have gone so far as to use banking, 
fiscal, and investment terms which really 
have nothing to do with life insurance. 

I am not posing as one qualified to 
suggest reforms in a business which 
already seems to have been reformed past 
recognition. I am simply laying certain 
ideas, gathered from actual contact with 
field conditions concerning a feature of 
the business in which I am greatly in- 
terested. If the matter of policy uni- 
formity is going to be agitated, it seems 
only fair that all phases of the question 
should be considered. 


COMMENT BY THE EDITOR. 


We agree with what Mr. Foreman 
says, about opposing the standard policy 
and favoring uniform terminology. The 
great variety of designations to precisely 
the same contract, has resulted in .more 
deceptions and misunderstandings on the 
part of the insured than any other feature 
of life insurance. At least this is our ex- 
perience, and we have heard many people 
holding policies talk about this phase of 
the business. 

In fact conditions have become such 
in this respect, that the designation of 
the policy under a certain class can no 
longer be trusted as indicating to the 
purchaser that he actually is buying the 
policy for which he has contracted. Pol- 
cies designated “ordinary life’ and “en- 
dowments” are being sold right along, 
which are not either ordinary life or en- 
dowment at the time they are sold, but 
are term contracts for one year. 

Policies should be so designated as to 
show what they actually are. We are 
inclined to the view that this will be a 
requirement of the future, and if com- 
panies desire to use what are called “ pre- 
liminary term contracts” they will be is- 
sued under that name and not under an- 
other name which does not truthfully 
designate them. 
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| In fact, we believe that a proper desig- 
nation of the preliminary term contract 
would prevent its sale in competition with 
the bona fide ordinary life and endowment 
policy, for the insured will not pay for a 
preliminary term contract when he knows 
that he can buy the real ordinary life and 
endowment policy for approximately the 
same money, 

As to the standard policy, we believe 
that this idea is not going to carry at pres- 
sent much further than the Armstrong 
legislation. The difficulty on this point 
in regard to outside companies in New 
York State has been eliminated by a re- 
versal of the attorney-general’s opinion 
respecting the meaning of the new law. 
He formerly ruled that outside companies 
must use the standard policy. After 
several months of talk and dispute and 
agonizing on the part of those who thought 
they saw legal difficulties ahead, the at- 
torney-general has seen a great light and 
reversed his opinion. A very -pretty dis- 


pute has thus been obviated and the only 
thing which outside companies will now 
have to comply with in New York State 
is the limitation of expenses. 

It will be interesting to observe in what 
kind of a position New York companies 
using the standard forms are placed in 
competition with outside companies using 
more liberal contracts. Paternal legisla- 
tion, which now seems to be having its 
day, may go so for as to compel universal 
conformation to the less liberal forms de- 
vised by the New York legislature. On the 
other hand there may be a reaction which 
will lead to free trade among all companies 
in the matter of policy forms. 

Mr. Foreman’s suggestion in regard 
to uniform terminology is worthy of con- 
sideration by the companies themselves, 
and the members of the Actuarial Society 
of America could not perform a better 
service than to formulate such a nomen- 
clature and recommend its use by all 
companies. 








SOME ERRORS OF THE GAIN AND LOSS EXHIBIT 


BensaMin F. Brown IN THE Brown Book or Lire Insurance Economics 








In view of the fact that this exhibit in 
some as yet undetermined form is likely 
soon to become by legal requirement an 
integral part of the official reports of many 
state insurance departments, the present 
seems an opportune time to consider its 
apparent shortcomings and defects with 
a view to such changes as may better adapt 
it to its intended purposes. As this ex- 
hibit has been the object of wide discus- 
sion from opposite points of view in the 
past, and is still open to discussion with a 
view to improvement, I take advantage 
of the opportunity to draw attention to 
what I have always regarded as a funda- 
mental error in its final make-up, the es- 
sential feature in fact from which an in- 
experienced public is expected to draw 


Company A—Total gain from insurance sources 
Company B—Total gain from insurance sources 


The discrepancy in Company A results 
will be found duly explained below, but 
as regards the second company the ab- 
sence of the figures of initial and terminal 
surplus, with other marked peculiarities 


its conclusions. I refer to the mixing 
or merging of the incidental element, 
profit and loss, with the purely insurance 
factor interest earnings, a jumble of un- 
related entities which I hold to be scien- 
tifically indefensible in itself as well as 
responsible for results in some instances 
little short of grotesque. 

In illustration I cite the following by 
no means exceptional instances, borrow- 
ing my figures from The Spectator’s well- 
arranged summation of the component 
items of the current exhibit. The item 
selected for criticsim is “Total realized 
gain,” purporting to represent the com- 
bined profits from the several insurance 
factors, against which I set the actual 
results as deduced from the official reports: 


Gain and Loss Brown Book 


Exhibit. Table I. 
ee $7,154,556 $8,962,217 
. ants wet 11,424,479 


8,978,388 


of make-up in the showing, make it im- 
possible to account for a result so widely 
at variance with the official data. Ob- 
viously such a showing would be deci- 
sive as against company A in cases of 
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competition, for who of the uninitiated 
When it 


is added that the earning capacity of these 


is to question the authority? 


two companies has been approximately 
equal for several years past the inherent 
faultiness of methods by which such dis- 
crepancies are made to appear is further 
emphasized. See, for example, item sur- 
plus interest, as given in the one case 
Gross assets (including non-admitted ) 
ge 


Leaving as gross surplus .... 
Less surplus of preceding year 


Leaving as the year’s gain of surplus ... . . 
Net changes by investment as follows: 


Market values over book .............. 
Profits on sales and miscellaneous 


Total credits 
Less debits: 
Market values over book, 1904 . . 
Written off real estate 
Miscellaneous loss items 


Adverse balance on investment account 


But for which the increase of surplus as from insurance factors would have been 


Add dividends paid and credited 


Giving as gross earnings from insurance sources ......... 


$1,244,000, and in the other $3,780,000. 
On the basis of reserve requirement as 
per exhibit, investment expenses deducted, 
the actual figures would be $3,562,370 and 
$3,267,047 respectively. 

It remains to demonstrate the consis- 
tence of my own results with the official 
data, for which purpose I use the figures 


‘of Company A as follows: 


$471,809,992 
392,593,559 
79,216,433 
76,080,774 
sect Bed *3,135,659 
$25,315,165 
2,422,113 
i peeeae 27,737,278 
$25,810,690 
5,000,000 
3,902 30,814,592 





5 te obi alee 5.4 3,077,314 
3,077,314 
$6,212,973 


2,749,244 


* Gain of surplus per G. & L. exhibit, $3,909,788, the difference of $774,130 being due to re- 
duction in non-admitted assets as compared with preceding year. 


The difference between the result as 
above and that per gain and loss exhibit 
is made up of credit item $774,130, as 
per foot-note, and debit item $2,581,791 
net loss by investments, The net sum 
$1,807,661 added to exhibit result, - $7, 
154,556, gives result as above $8,962,217. 

To sum up, comparison of results as 
between the two companies shows a net 
disadvantage to A of $1,807,661 as against 
a net advantage to B of $2,446,091, an 
apparent difference of $4,253,752 as com- 
pared with an actual difference of $16,171. 
From the same causes (and occasionally 
others not necessary to discuss here) 
similar large discrepancies appear in the 
records of not less than a dozen other 
companies, the remainder more or less 
‘nearly approximating results as given in 
Table II, accordingly as the differen- 
tiating items are more nearly in agreement. 

In conclusion, I need hardly say that 
the object of this writing is not primarily 
to discredit the well-meant showings of 


the gain and loss exhibit—in which are . 


some valuable features—still less to vin- 
dicate my own. There has gone up of 
late a widespread public demand for an 
exhibit which shall present such an analy- 
sis of company statistics as will enable 
critical comparison, a requirement which 
obviously is not met by the form now in 
use. In this view I utilize an eleventh 
hour opportunity to point out what ap- 
pears a radical defect in the present show- 
ing, and at the same time give expression 
to views long held as to certain elementary 
conditions that are absolutely essential 
if the exhibit of the future is to fulfil its 
droper function. Briefly stated these con- 
pitions are: 

(1) Ample time—months if need be— 
for its preparation, to the end that all 
guess-work be eliminated. 

(2) Segregation of the interest factor 
and profit and loss, to the end that a clear 
distinction be drawn as between insurance 
earnings proper—the legitimate source 
of dividends—and incidental gain or loss. 

(3) Uniform schedule of requirements 
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—an inflexible formula for all companies 
in common. 
Speaking for myself only, I cannot see 


will be possible to obviate objections 
which render the present exhibit mis- 
avowed 


leading and valueless for its 


how upon less radical changes of base it purposes. 








BROWN BOOK OF LIFE INSURANCE ECONOMICS FOR 1906 








The 1906 edition of the “Brown Book 
of Life Insurance Economics” has been 
received from the press. This year’s edi- 
tion contains the customary tables prepared 
with so much painstaking skill by Mr. 
Brown, and also presents some new ex- 
hibits of particular concern to life insurance 
In fact, all of the 
figures in this book, over one hundred and 


students at this time. 


twenty-five pages, have a value of their 
own to life insurance men which does not 
attach to any other statistical information 
which has been published this year. 

In another part of this issue we quote 
from the text of Mr. Brown’s book what 
he has to say in regard to the “gain and 
loss exhibit,’’ which is about to engage th 
attention of the insurance commissioners 
at Washington. Mr. Brown questions the 
value of gain and loss exhibits in any form, 
and shows by comparisons that the present 
form in use is radically wrong in some 
respects. For instance, he points out that 
in case of one big company, the “Total 
Gain From Insurance Sources” shown by 
the gain and loss exhibit is $7,154,556, 
whereas the actual gain when properly 
figured out is $8,962,217. 

Here is a case where if Mr. Brown’s 
figures are correct, a great injustice is done 
to the company in question by inaccurate 
figuring. He cites another striking in- 
stance of a difference which, however, is 


to the advantage of the company. The 
total gain from insurance in the case of this 
company as shown by the gain and loss 
exhibit is $11,424,479, whereas the actual 
gain as shown by Mr. Brown’s tables is 
$8,978,388. 

These are certainly “noteworthy” errors, 
showing a total variation between the two 


companies of $4,253,752, whereas the 
actual difference in gain is $16,171. 

There is something radically wrong with 
the gain and loss exhibit if this remarkable 
We do 
Mr. 


figures or the soundness of his deductions. 


condition can be shown. not 


question the accuracy of Brown’s 
His long study of insurance statistics and 
unimpeachable accuracy speak for them- 
selves. 

The editor of the Insurance Economics 
has never made use of the gain and loss 
exhibit in any way, shape or manner. When 
he wanted to study the statistics of the 
various companies, other sources of infor- 
mation have invariably been used. If 
there had been something in the gain and 
loss exhibit which he needed he certainly 
would have gone to these tables, but he 
has never felt this need, and furthermore 
has never been able to remove a suspicion 
from his mind concerning their accuracy 
and consequently their value as a basis of 
comparison. 

There is a public demand for a gain and 
loss exhibit based upon the notion that it 
will reveal something which ought to be 
known. Perhaps it will, if properly and 
Before this 


be done, every suspicion as to its accuracy 


accurately constructed. can 
must be removed, and the basis of compu- 
tation must be so absolutely uniform in 
the case of each company as to render the 
comparisons conclusive. 

Mr. Brown’s book contains tables show- 
ing the actual earnings and gains of each 
company. Readers of the Journal who 
desire to secure copies of this invaluable 
publication can secure them by addressing 
“Insurance Economics.” 
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OPPORTUNITY AFFORDED AGENTS BY RECONSTRUCTION PERIOD 


Epwarp A. Woops, Pirrspure, GeneraL AGENT EquiraBLe Lire 


After the most exhaustive investigation 
ever held of any American business, occu- 
pying almost the exclusive attention of 
the New York Legislature for nearly five 
months, the New York insurance laws 
have been entirely revised. The revision 
was made under the close scrutiny and 
criticism of the entire civilized world, 
and after hearing the officials of almost 
all companies. Life assurance was de- 
bated in almost every legislature; was the 
sole occasion for a convention of nearly a 
hundred governors, attorneys general, and 
insurance commissioners held in Chicago; 
has together with the divorce laws been 
considered cause for an amendment to 
the federal constitution, and was the sub- 
ject of a special message to Congress by 
the president of the United States. 

The committee under the able leadership 
of Senator Armstrong and Charles E. 
Hughes certainly intended to help, not 
hurt the life assurance business. They 
particularly intended to strengthen the 
companies of New York State. They are 
bringing a revenue of $1,000,000 a day 
into that state, have gross assets of over 
$1,500,000,000 and perhaps more than 
any other thing have contributed to make 
New York the financial center of the world. 

Life assurance cannot be better without 
helping those who sell it. 

It is wise to examine the advantages of 
this investigation and legislation. We are 
not likely to overlook the disadvantages. 
It would be absurd for those interested in 
the business as we are to be blind to or 
ignore the good. We were quick enough 
to pay perhaps unnecessary attention to 
flaws a year since. We should be equally 
fair to ourselves in thoroughly estimating 
the benefits of the agitation. 

Without trying to deceive ourselves with 
false hopes, let us frankly look at some of 
the things intended to be accomplished 
by the New York laws. 

The intention having been to help life 
assurance, it may be assumed that such 
defects and inconsistencies as appear in 
these laws will be corrected. There has 
never been a suggestion in the yellowest 
journal that life assurance should be 
crippled or diminished. On the other 
hand it has been heralded as such an 
absolute necessity that it should be safe- 


! 
4 


guarded in every effective way possible. A 
careful reading of the committee’s report 
and their reasons for the new legislature 
clearly shows that they have intended: — 





To place companies more directly under 
the control of policyholders. To make 
the laws of New York the standard of the 
world. To increase public confidence by 
greater publicity, more accurate and fre- 
quent accountings, a more complete voucher 
and audit system, and by more effective 
state supervision. 

To protect or prevent companies from 
political or other blackmail. To restrict 
the purchase and compel the sale of real 
estate which has proven an unremunera- 


tive asset. To require a more strict 
standard of investment. To encourage 
more loaning upon mortagges. To re- 


quire a more complete voucher and audit 
system. To hold directors to a more strict 
trusteeship under heavy penalties. 

By requiring standard policies: To stop 
“twisting.” A new policy will differ from 
an old one only in a higher premium, there- 
by destroying one of the standard argu- 
ments of the “twister,” who shows differ- 
ent clauses in one policy not in another. 
To forbid deceptive or trick policies. To 
prevent misunderstanding and misrepre- 
sentation. . To reduce lapsing. 

To suppress assessment and stipulated 
premium assurance. To require more 
uniform rates and guarantees as well as 
policy conditions. ‘To prevent board mem- 
ber or stock bonus schemes. 'To require 
all companies to give renewal contracts. 

To stop rebating. To suppress high 
brokerages which encourage rebating, a 
poor class of agents, carelessly written 
business and resulting in dissatisfied policy- 
holders. To secure practically uniform 
commissions payable to all agents of all 
companies. 

By forbidding advances as well as high 
brokerages, to eliminate irresponsible and 
impecunious agents from the business. 
compel us to live within our incomes by 
the prohibition of advances, raising the 
standard of those in the business. 

To emphasize the advantages of a com- 
pany of undoubted strength, large dividend 
paying power, and the greatest liberality 
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and promptness in settling its claims, 
because other conditions, namely, com- 
missions, rates, guarantees and _ policy 
forms will be nearly identical. To elimi- 
nate extravagant and poorly managed 
companies, confining the business to com- 
panies of unquestioned strength and 
prosperity. 

To give the public a quick and annual 
measure of efficient management, making 
it impossible for a company to conceal its 
extravagance until the end of the dividend 
period, by requiring the distribution of the 
dividends annually. To reduce expenses 
and increase dividends to policyholders. 





All these things will not be completely 
or immediately accomplished. The laws 
passed may not accomplish some of them 
at all. Some injury must be expected 
from such a radical change in laws, no 
matter how carefully drawn. But there 
can be no question but that the laws and 
the results of the investigation will largely 
and ultimately achieve most of what is 
intended. They will put life assurance 
forward in one year farther than it could 
otherwise have been put for one or two 
decades to come. 


With the certainty of the intended ac- 
complishment of these beneficent results; 
that so far as they fail they will sooner or 
later be changed until they do; that they 
will emphasize the strong position of all 
companies permitted to do business in the 
state of New York, and particularly New 
York state companies; that they will 
largely result in forcing all business to be 
done upon principles and methods that 
we have heretofore followed — renewal 
contracts; without rebating; without mis- 
representing; without excessive estimates; 
with the certainty that we shall not be so 
much in competition with worthless, impe- 
cunious agents whose very necessities make 
them careless about methods employed to 
get business; with a company so economi- 
cally managed that its dividends are in- 
creasing instead of decreasing, selling 
better assurance by better methods and 
more cheaply to the public, can anyone 
fairly estimate the comparative attractions 
of this business in the future over the past ? 
Insurance has been brought into harmony 
with modern business methods, of doing 
more business at a less cost and less margin 
of profit on a single transaction but greater 
profits in the aggregate. 








RELATION OF LIFE AGENTS TO THEIR COMPANIES 


From THE “ LEADER,’’ St Louis 








There is no gainsaying the fact that there 
does not exist today the same degree of 
esprit de corps between agents of life 
insurance companies generally and_ the 
home offices as existed prior to the turmoil 
of the past year and half. In former 
times there was a spirit of co-operation 
between these two factors that went far 
toward making the business of life insurance 
the success it has attained. It is likewise 
conceded that the lack of the spirit of co- 
operation is very largely the result of the 
recently enacted New York laws and the 
attitude assumed by many of the companies 
in regard to these laws. 

It is conceded by all well informed life 
insurance men that the success of a life 
insurance company depends very largely 
on the spirit that permeates the agency 
force. To argue that the agents are un- 
necessary in the life insurance business is 
absurd. Only those void of even meager 
knowledge of the business contend that the 
business can get along and grow and pros- 


per without the agent. The effectiveness 
of the man in the field depends very largely 
upon his relations with and confidence in 
the home office. If he is not in harmony 
with the management or distrusts it, his 
power for effective work is materially 
lessened. On the other hand, if he is 
working in harmony with the company 
officials and believes in them, he is stimu- 
lated and puts forth his best efforts, first be- 
cause of personal advantage, and secondly 
because he knows he will receive encourage- 
ment from headquarters. The above is a 
self-evident truth and has been exemplified 
many times. Where is found the most 
effective agency work? It is where the 
field force and the home officials are in 
close touch and where the request for 
increased work from the home office meets 
with ready response. If the writer were 
inclined he could name a company the 
loyalty of whose agents is so marked as to 
occasion universal comment. The agents 
of this particular company in times past 
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would and did stand up for the company 
and fight for it to the last ditch. The 
result of this loyalty was reflected in the 
volume of business written. Unfortunately 
that same spirit does not exist today. The 
agency force of that company has been 
shot to pieces and is but a shadow of its 
former greatness. It took years to build 
that agency force, but it only took months 
to practically disrupt it. We venture the 
assertion without fear of successful contra- 
diction that if the agency manager of any 
of the leading companies was asked as to 
the spirit that at the present time exists 
among his agents toward the company and 
if he answers candidly will say that it is 
far from friendly. We would not be under- 
stood as laying the blame for this condition 
either on the companies or the agents. 
What we are trying to do is to point out 
the fact that such a feeling exists. There 
is a disposition among many agents, 
whether well founded we do not under- 
take to say, that the companies saw an 
opportunity to use unsparingly the paring 
knife in the cost of new business, and that 
the management was only looking for an 
excuse to cut commissions, and that the 
agents are alone the sufferers. It is 
pointed out that in all the reductions so 
far made, no instance is known where the 
paring knife has been applied to home 
officers’ salaries. 

Recently the general agent of an eastern 
company said to the writer that his com- 
missions would be cut fifty per cent. and 
added in language more emphatic than 
elegant that the home office salaries had 
not been touched. He said he had’ spent 
years of labor and thousands of dollars 
building up his agency and had just begun 
to reap some of the benefits and now the 
proposed reduction comes along and his 
agency force disappears like a fog before a 
summer sun. He was, in the parlance of 


the street, “sore.” He is only a type and 


it does not augur well for the future of the 
business. 

There can be no question but that com- 
missions have been too high and the general 
cost of new business has been excessive, 
but we are not discussing that question. 
What we desire to emphasize is the existence 
of the spirit of antagonism which is growing 
and point out, if we can, the importance of 


some steps being taken to in some manner 
bring back the old time mutual feeling 
between agents and company. If it is 
allowed to continue, ere long the life insur- 
ance companies will find themselves situ- 
ated somewhat like the fire companies. 
where the agent in most instances considers 
that he is really the agent of the insured 
and not the company, and it is his duty to 
protect his customer first and the company 
afterward. 

There are no particular ties that bind 
the average local fire agent to his companies. 
He knows if one company goes another will 
come.’ Such a condition cannot prevail 
in the life insurance business and have the 
business move onward. ‘There must be 
confidence and harmony between the home 
office and the field if success is to be 
attained. There is a growing feeling among 
field men that theirinterests and the home 
office interests are no longer identical, and 
that if they are to get what is due them they 
must fight for it. We say this feeling is 
growing, but we do not say it is justified. 
It would be much better for both capital 
and labor if the feeling of antagonism did 
not exist, but it does exist nevertheless, and 
there is danger of a similar condition 
between agents and companies. 

It is held by some agents that the com- 
panies have not been frank with them since 
the passage of the New York laws, and 
that the home office has not shown a dispo- 
sition to confer with them about the future 
and that the companies have gone on the 
theory that it was Hobson’s choice with the 
men in the field. Heretofore they claim 
they have been consulted about the future 
plans of the companies touching their part 
of the work and they look with suspicion 
on the effort to keep them in the dark as to 
the future intentions of the companies. 

The agents cannot get along without the 
companies, neither can the companies get 
along without the agents, and the usefulness 
of both depends largely upon the relations 
between the two. In the days that are 
gone the agents and companies worked 
hand in hand, but if this condition is to 
exist in the future, in the judgment of 
many, some method or means will have to 
be adopted to prevent the widening of the 
breach that already exists. 
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MOMENTOUS LIFE AGENTS’ MEETING AT ST. LOUIS. 


Extraordinary Work ‘of the Past Year — Usefulness of Organizalion Proved — Canadian 
Association Formed. 


The seventeenth annual convention of 
the National Association of Life Under- 
writers occurs at St. Louis, Oct. 23, 24 
and 25. It is the most important meet- 
ing held by this organization. Formed 
seventeen years ago and since conducted 
organization—and 
lack of 
practical 


social 
because of its 
direction of 


mainly as a 
often criticised 
initiative in the 


in having at its head at this time as presi- 
dent Charles W. of Pittsburg, 
a man of engaging personality and easy 
and ready speech, who by these qualities 
has been able to make the force of the 
association felt at important crises. 

He has not only visited and spoken in 
25 cities, extending from Portland, Me. 
to Salt Lake City, and from Montreal to 


Scovel 





CHARLES W. SCOVEL, 
President National Association of Life Underwriters. 


nevertheless, in a crisis 
demanding united effort, risen to the 
oceasion and performed a service of in- 
estimable value to the agency interests 
which it is designed to serve. 

Thruout the past year of agitation and 
attack upon life insurance the association 
has been in the thick of the fight. Its 
officers and representatives have been 
present on every occasion where the in- 
terests of life insurance were being con- 
sidered. The fortunate 


reforms—it has 


association was 


Louisville, but has appeared for the asso- 
ciation before the Chicago convention 
of state officials and before the committee 
on judiciary at Washington—both on 
invitation—in each case carefully guard- 
ing the interests of the association mem- 
bership and readily answering inquiries 
as to the principles and practices of life 
insurance under discussion. 


In New York State, when the Arm- 
strong recommendations were up _ for 


passage and it seemed likely that they 
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were to be rushed thru without giving 
proper consideration to insurance in- 
terests, the organized agency movement 
arose to the occasion and following the 
initiative and leadership of W. N. John- 
son, not only secured a public hearing, 
but at that hearing made such a demon- 
stration of its activity as to procure from 


the committee important modifications 
in its original recommendations. This 


work alone would justify the existence 
of the organization. 

It is needless to say that the crisis 
has aroused a new interest in organiza- 
tion work and stimulated membership 


thruout the country. The local asso- 
ciations already formed have increased 
their membership. New associations 


have been formed at other points, and 
perhaps of more interest than anything 
else is an extended movement in Canada 
—where life insurance is likewise under 
investigation and criticism—which has 
already attained considerable proportions. 

The Canadian agents have decided 
to affiliate with the National Association 
and will send delegations to the St. Louis 
convention. ‘The merging of the Canadian 
movement with that in the United States 
makes, in effect, an “international” asso- 
ciation, altho the interests of Canadian 
and United States agents run along such 
similar lines as to make it distinctively 
an “American”? movement. 


President Scovel has issued a call to 
association members directing attention 


to the importance of having the St. Louis 
convention a thoroly represe:.tative one. 
He notes the return of public confidence 
in life insurance and “the increasing 
opinion that radical and drastic insurance 
legislation is unnecessary and likely to 
do more harm than good.” He says 
that the association’s position in op- 
posing state. interference in limiting vol- 
ume of business, expense loading, com- 
missions and surplus, has been approved 
by the conservative opinion of independ- 
ent investigating bodies since the Arm- 
strong laws were passed. In fact, he 
says, that the further legislation recedes 
the less extended is the approval. 

He points out that the Armstrong laws 
have already given rise to troubles which 
should have been avcided. Varying in- 
terpretations have arisen causing con- 
fusion. The real changes and reforms 
which are being brought about by the 


.against ‘twisting,’ 


situation are caused by publicity in every 
case and not by legislation. 

In addition to the work which the asso- 
ciation has done in affecting public opinion 
at this important time, President Scovel 
says it has also effectively treated practical 
business problems. To quote : > 

“Recently our associations in many 
places have taken new and _ effective 
measures against the old rebate evil, 
under the anti-discrimination laws which 
in most states had originally been en- 
acted at our own instance. Many asso- 
ciations have also helped the insurance 
commissioners in their present remark- 
able movement to apply these 
familiar laws to the abuses that 
lately been springing up in the form 
of special board contracts, stock schemes 
and the like. The two special reports 
of the Colorado department are of great 
value in this good work. Many asso- 
ciations have also taken vigorous steps 
and to weed out dis- 


Same 
have 


reputable agents. 

“Our duty to do everything possible 
towards rooting out all these evils in the 
field was never so urgent. And all these 
practical lines of wodk will strengthen 
us for what lies ahead. This is_ the 
secret of our growth this year, when, 
as you know, extension was not especially 
aimed at. With the dozen new asso- 
ciations in Canada and at least a half- 
dozen more in the western and southern 
states, this troublous, active year bids 
fair to break all records of the National 
Association’s growth in numbers and 
extent. In spirit, in unity of purpose, 
in public usefulness, our growth this 
year has been still larger.” 


NO REBATE FOR EMPLOYEES. 


President Paul Morton of the Equitable 
Life has notified the officers and employes ot 
the society that: ‘‘If assurance is issued here- 
after on the life of any officer or salaried employe 
of the society, the said officer or employe shall 
pay the full premium thereon and shall not 
be entitled, directly or indirectly, to the agent’s 
commission thereon, or any other reduction 
therefrom, excepting such dividend reductions 
as the contract in each case may provide for.” 

This is a direct blow at a former general 
It is reform trom the ground up; 
It will enable Equitable 
attaches to talk ‘‘no rebate”’ 


practice. 
from the inside out. 
without menta! 


reservations. 
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NO STANDARD FORMS FOR OUTSIDERS IN NEW YORK. 


Attorney-General Reverses Former Ruling—Other State Companies Limited Only to 


relate, the attorney-gen- 
eral of York State has 


himself and thereby a great issue has 
been avoided. He “opined” a_ short 


time ago—tentatively, so to speak—that 
the life 
would have to issue the hard and fast 
standard policies devised by the Arm- 


Strange to 


New reversed 





outside insurance companies 


strong committee. Since this decree there 


has been some hard thinking. ‘The con- 
sequences of such an opinion have been 
very carefully discussed. Outside insur- 
ance companies have 


The result is that the attor- 


“opined” some 
themselves. 
ney-general has seen a great light, and 
has delivered himself of a new opinion 
on three questions arising under the Arm. 
strong laws. 

First he decides that all outside com- 
panies are subject to the law regarding 
limitation of expenses. This no one 
questioned, but it does no harm to have 
the attorney-general’s opinion on_ the 
matter. 

Second, he decides that outside mu- 
tual and stock companies can issue par- 
ticipating and non-participating policies 
as they see fit. This everybody thought 
was so, but the attorney-general thought 
differently in the first place. 

Third, he decides that outside com- 
panies need not issue standard policies 
in New York State as required of do- 
mestic companies. This also is what 
everybody else thought, but the attor- 
ney-general had to think twice before 
reaching this conclusion. 

In his letter to the superintendent 
of insurance, Attorney-General Mayer 
says that he not only considered the 
statute but the “history of the legisla- 
tion,” which makes it clear that the 
Armstrong committee, in the laws which 
it finally recommended, did not intend 
to include outside companies in the laws 
relating to standard policies and non- 
participating and participating business. 
In regard to the latter he says the intent 
of the committee is particularly shown 


Expense Provisions. 


in its requirements that outside com- 
panies which issue both participating 
and non-participating policies shall “make 
a separate statement of profits and losses‘ 
margins and expenses with reference 
to each of said kinds of business.”” In 
regard to standard policies he points 
out that the changes in the Armstrong 
law limiting application to “domestic” 
companies, was made by the committee 
after consideration of the whole ques- 
tion, including interstate comity, and 
that the bill as passed was the result 
of “deliberate judgment.”’ Therefore, he 
thinks that this law cannot be negatived 
by other sections of the statutes. Mr. 
Mayer says, “I fail to find any provisions 
upon which a different couclusion can be 
based.” 

In concluding his finding the attorney- 
general remarks that it is confined to 
companies now licensed to do business, 
and he takes pains to say that “the case 
of any new applicant for a license will 
be considered when presented.” 


Thus is avoided a situation which 
might have proved extremely embar- 
rassing to domestic and outside com- 


panies, leading to reprisals between the 
states and confusion and warfare all 
round. Outside companies now only have 
to consider whether they will comply 
with the expense limitation in New York 
State. 

It is evident that the most of them are 
preparing to do so. Readjustments are 
being made in all departments and ex- 
penses curtailed everywhere to comply 
with these stringent provisions. Officers, 
clerks, agents, insurance journalists, and 
all who do business directly or indirectly 
with life insurance companies are affected. 
The legislation is complete and far- 
reaching, going down into every root 
and branch of the business. 

It could not be otherwise. Probably 
this fact was not taken into due con- 
sideration and yet it was inevitable. No 
sweeping change aimed at a few can 
be made in any business which does not 
affect equally all, and perhaps most 
severely those who are least culpable. 
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TENDENCY TO REDUCED INTEREST RATES ON POLICY LOANS. 





There is a general tendency among 
the companies to reduce interest rates 
on loans to policyholders, following the 
general trend of all interest earnings. 
The former prevailing rate was 6 per 
cent. and in some cases it ran as high 
as 8 per cent. The New York 1! ife, 
however, some years prior to the recent 
agitation, made _ policyholders’ loans. at 
5 per cent,. in fact it did this to invite 
this kind of investment. 

Since the investigation however, rates 
have been generally lowered, and loans 
can now be procured in almost any com- 
pany at 5 percent. A few will still charge 
6 per cent. One western company which 
has been receiving 8 per cent. has now 
reduced its loans to 6 per cent. 

A policy loan having back of it the 
security of the reserve held by the com- 
pany itself is as sound as any investment 
which can be made. If the company 
secures 5 per cent. upon the loan, the 
average returns probably are as great 
as for other investments. 

There is a disposition to tax life in- 
surance If this is done the de- 
sirability of the investment for companies 


loans. 


will be greatly decreased. Unless the 
taxing mania in the states has reached 
its height, policy loans are likely to be 
attacked. The fact is, we seem to have 
run wild as a people on the question of 
taxation, both corporation and personal. 
If the facts were known it would prob- 
ably be found that the inequalities of 
taxation were greater than the discrimina- 
tions claimed in railroad rates or in any 
other form of human activity. 

The editor of the Journal is rapidly 
coming to the conclusion that the most 
just form of taxation is that upon “in- 
come.” This is a tax upon productiv- 
ity and therefore is one which can be 
most easily borne. A tax upon property 
owned may be an absolute burden to 
those who have to pay it, whereas a man 
who earns a good income and is taxed 
for the excess over a certain amount, 
is not burdened, but is really contribut- 
ing to the government for its support 
a share of his own success and prosperity. 
He is really giving the traditional “tithe” 
of hissubstance. ‘The income tax prevails 
in England and in some of the American 
states, notably in Massachusetts where 
there is a tax on all income over $2,000. 








BANK CLERKS TALK LIFE INSURANCE PROBLEMS. 








Life insurance is being discussed every- 
where, in every walk of life and branch 
of trade, and has finally been taken up 
* National Bank 
Clerks,” in its annual held 
at Atlantic City, Sept. 7. J. C. Loomis 
of the tna National Bank of Hartford 
spoke upon the recent disclosures. His 
talk was most interesting. Of the Arm- 
strong legislation he speakes in_ pic- 
turesque criticism, characterizing the meas- 
ures as a “quick lunch thrown over the 
counter to the clamoring public and 
gulped down without a thought of the 
distressing results that are to follow.” 

The restrictions as to investments na- 
turally interest the banking fraternity. 
Mr. Loomis does not think that the pro- 
hibition of stock investments will in- 
fluence the market appreciably as there 


by the Association of 


convention 


time for safely unloading these 

Mortgage loans will hereafter 
a large percentage of insurance 
He does not see the neces- 


is ample 
securities. 
comprise 
investments. 


sity for restricting investments as _pro- 
vided in the Armstrong law. Some stocks 
he says are better than some _ bonds, 


like the preferred stocks. of the great 
railways. Investment and industrial stocks, 
however, he thinksshould be prohibited. 
From investments Mr. Loomis swings 
over to federal control which he thinks 
is for the time being out of the question. 
Nevertheless, the agitation on the sub- 
ject and the apparent advantages of such 
supervision will hasten the enactment 
of uniform laws under state supervision. 
On uniform state legislation he thinks 
that both the supporters and opponents 
of federal supervision could unite. 
Regarding the future of life insurance, 
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he says, “The investment feature of it 
is passing. We are realizing that the 
sole purpose of insurance is protection 
and nothing more, with the result that 
there is a marked increase in the demand 
for straight life insurance and a corres- 
ponding increase in the demand for in- 
vestment forms of insurance. 


FEDERAL SUPERVISION. 
The American Bar 
action upon the question of federal super- 


Association took no 
vision of insurance this year as favored by 
its Committee on Insurance, Ralph W. Breck- 
enridge of Omaha, chairman. It was decided 
by the meeting that the subject was too large 
and important to be fairly discussed at that 
session, and it was voted that it be made a 
special order immediately following the annual 
address at the next convention. 

This is the second time the question of 
national supervision has been “‘pushed over”’ 
by the American Bar Association, altho 
twice favored by its Committee on Insurance. 
The lawyers, like other people, are divided 
upon this question. They are divided first 
on the constitutional question, and second, 
according to their interests, as they lie in favor 
of or against federal supervision. 

ry’ ® . . . 

The action of the American Bar Association 
tends to indicate that the majority of lawyers 
oppose federal supervision. They take this 
position for the ostensible reason that Congress 
cannot constitutionally regulate insurance 
which is not commerce. For nearly half a 
century the consummation of a perfectly natural 
result has been blocked by this alleged legal 
obstruction. It may be similarly blocked 
for many years to come, but eventually — 
opinion, to which the lawyers will yield, will 
overcome that technicality. 





LEGISLATIVE EXPENSES, 


One great fault with the recent Armstrong 
investigation is that it fell short of complete 
disclosures. It showed that the companies 
were compelled to pay heavy legislative ex- 
penses for protective purposes, but nothing 
was brought out indicating in any way who 
received the money. Perhaps this is just as 
well. It might have caused a downfall in high 
public places, and damaged public confidence 
m its statesmen. Perhaps also the moral 
effect has been as strong as tho the actual 
disclosures had occurred. 

Nevertheless, up in Wisconsin, where life 
insurance is being investigated, the same 
tender solicitude for the “‘receiver’’ has not 
been shown. Attorney T. W. Spence, who 
was legislative agent for the Northwestern 
Mutual Life during the session of 1901 when 
taxation bills were under consideration, tes- 
tified that he spent $11,000 at this session. 
The committee was anxious to know what 
became of the money. Mr. Spence met their 


In conclusion, Mr. Loomis says: ‘We, 
that is the public, have not the right to 
pass harsh and merciless judgment on 
a few unfortunate men whose acts were 
not wholly selfishly unscrupulous, but 
were the result of a selfish and unsc rupu- 
lous spirit that has prevaded the national 
thought in its mad haste for wealth.” 


inquiries with frankness, saying that two of 
his assistants in the legislature tho received 
money for their work upon the tax legislation 
were Henry F. Cochems and C. A. A. McGee. 
Mr. Cochems at that time was on the inner 
circle of Governor Lafollette’s advisers, and 
McGee also is said to have been very close to 
the governor. These men, Mr. Spence tes- 
tified, were not registered as lobbyists, tho 
a law was in force requiring lobbyists to be 
registered. As they acted only as “‘assistants”’ 
they were not registered. 

The fact that Cochems and McGee were 
very close to Governor Lafollette, who was 
at that time a public idol, does not involve 
the integrity of the governor, only of those 
surrounding him upon whom he was relying 
for support and success. It indicates that 
the so-called “‘corruption funds’’ used by the 
life insurance companies reached up into the 
vicinity of very high places. 


STOCK AND MUTUAL INSURANCE. 


President Dunham of the Travelers seems 
to accept the inevitability of segregating stock 
and mutual insurance. In a recent address to 
Traveler agents at Frontenac, N. Y., he re- 
ferred to the controversy in regard to this ques- 
tion, pointing out that the Chicago state officials 
convention, the Massachusetts Codification 
commission and other hodies investigating 
life insurance, were of the opinion that mutual 
companies should not write stock insurance 
and that stock companies should not write 
mutual insurance. 

He said there were two ways in which the 


Travelers could meet this situation: First, 
by contending before legislatures contem- 
might 


lating this limitation, that while it 
Pe argued that a mutual company should be 
mutual only, there was no good reason why a 
stock company should not write both kinds 
of insurance if it kept a separate account of 
its mutual patrons, returning to them all their 
contributions, less reasonable expenses and 
charges. 

The other and perhaps the better way, he said, 
was for the stock company to accept the “‘ proh- 
able verdict in advance and discontinue its par- 
ticipating branch.” 

President Dunham pointed out that until 
three years ago the Travelers wrote only non- 
participating insurance, adding participating 
insurance only to meet the competition of 
mutual companies invading the non-partici- 
pating field. If the mutual companies are 
restricted to their own kind of insurance, 
he says that “‘the day may be at hand when 
the Travelers can return to its chosen field 
without fear of unfair and oppressive compe- 
tition by the giants.” 
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COMMITTEE OF FIFTEEN’S REPORT TO WASHINGTON CONVENTION 


We have received from Chairman 
O’Brien, of the Committee of Fifteen— 
appointed at the conference of governors, 
attorneys-general and insurance comumis- 
sioners, held at Chicago, Feb. 1-3, 1906,— 
the final report as drafted by that com- 
mittee to be presented to the insurance 
commissioners’ convention about to be 
held in Washington. The report is very 
brief, reviewing the sessions held by the 
committee and commenting in a general 
way upon conditions. 

It states that in the consideration of 
recommendations for uniform state legis- 
lation the attention of the committee has 
been centered upon the so-called Arm- 
strong bills, since these were recognized 
to be the result of a protracted consider- 
ation of insurance problems by the Arm- 
strong committee and its “skilled assis- 
tants.” Chairman O’Brien says that his 
committee has read and_ studied the 
Armstrong bills, giving heed to all the 
arguments presented upon those bills from 
both sides. Appreciating the pains 
devoted to their formulation and the con- 
venience of conforming bills relating to 
one subject, to the same general form 
and phraseology, the committee decided 
in the bills it prepared, to conform to the 
language and intent of the Armstrong 
laws so far as possible. 


The report says that the general 
public discussion indicates a conviction 
among the people that the state should 
exercise more control over the manage- 
ment of life insurance companies, a con- 
viction which is shared by the committee. 
The grounds upon which this opinion 
is justified, mainly, is that “widely scattered 
policyholders, whose individual interests 
are relatively small as to the whole, do 
not exert intelligent, concentrated control 
over those who manage their funds, 
and no system has been devised by a 
large company or by the law that will 
effectuate such control.” 

The committee has therefore directed 
its attention to ascertaining what kind 
of control by the state will be most con- 
ducive to honest, competent and eco- 
nomical management with a minimum 
of interference. It points out that every 
proposed radical interference, except to 
prevent frauds and crimes, has been 
opposed by argument, among such re- 
forms being limitation of new business, 


expense loading, commissions, surplus, 
deferred dividends and standard forms. 
The committee says “These and other 
proposed forms of interference by the 
state meet instinctive opposition because 
they undertake to control what are theo- 
retically private contracts respecting a 
legitimate matter with which the state 
does not ordinarily interfere.” 

Thecommittee, however, is of the opinion 
that the consideration in favor of state 
interference on the points suggested far 
outweighs those against it. Concerning 
the so-called Ames bill discussed before 
congress last winter, the committee adopted 
the following resolution at its final con- 
vention: 

“The committee reiterates its approval 
of the general scope of the so-called 
Ames bill, now pending in Congress, 
recognizing, however, the necessity for 
many amendments to the bill as it appears 
in its present form. This committee, 
however, believes that a complete code 
of insurance for the District of Columbia 
is necessary, and that the establishinent 
of an insurance department under the 
Bureau of Commerce and Labor, to be 
so fully equipped that its co-operation 
could be secured by any state in the matter 
of making examinations of insurance 
companies, would be of the greatest 
possible public benefit.” 


Accompanying the committee’s report 
are bills carefully drafted and recommended 
for adoption in the various states as fol- 
lows :— 

Requiring annual apportionment and 
accounting of surplus. 

Prohibiting diversion of funds for polit- 
ical purposes. 

Regulating investment of funds. 

Requiring entire contract to be included 
in the policies. 

Defining persons soliciting insurance as 
agents of the company and not the assured. 

Prohibiting misrepresentation by esti- 
mate, illustration, circular or otherwise. 

Prohibiting rebating. 

Regular election of directors. 

Prohibiting mutual companies 
issuing stock policies. 

Requiring salaries over $5,000 to be 
approved by board of directors. 

Restricting expenditures without voucher 
to less than $100. 


from 
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Providing for the retirement of capital 
stock in mutual companies. 

Providing for standard forms and stand- 
ard provisions for insurance policies. 





The recommended bill regulating elec- 
tion of directors provides for voting in 
person, by mail, by proxy, or by represen- 
tative. Policyholders must be provided 
at least 30 days before election with a list 
of candidates to be voted for with proper 
instructions for voting. No person can 
act as proxy for more than 20 members 
and proxies must be filed one day before 
election and expire six months after being 
executed. Upon the demand of 100 mem- 
bers the company is to designate a time 
and place for the local election of a rep- 
sentative to represent them at the annual 
election, expenses of said representative 
to be paid by the company if 500 or more 
policyholders vote at said state election. 





The bill covering standard forms which 
was in charge of a special sub-committee 
of the committee of fifteen, provides 
for the following policies: 

Ordinary life and limited payment. 
Endowment. 

Ordinary life or limited payment with 


survivorship annuities. 


Endowment with survivorship annuity. 
Term. 
Term with right to renew and change. 


These are all the forms covered. Single 
premium policies may be issued on any 
of the forms prescribed, omitting there- 
from provisions or portions applicable 
to other than single premium policies. Non- 
participating policies may be issued pro- 
viding they contain a non-participating 
clause, in which case clauses for parti- 
cipation in the surplus shall be omitted. 

The bill recommended also provides 
that any of these standard forms may 
provide for not more than one year pre- 
liminary term insurance by incorporation 
therein of the following clause: “The 
first year’s insurance under this policy 
is term insurance.”’ Upon the face of 
such policies must be printed the words 
“preliminary term.” 


It is provided also that the term re- 
serve shall apply only to that portion 
of the premium included in the ordinary 
life charge. If a premium is charged 
to cover limited payment or endowment 
charges, an additional reserve shall be 
held against the policy to cover this por- 
tion of the premium. 








THE RELATION OF BUSINESS MORALITY AND FIDELITY BONDS 








There is an interesting article in the 
Outlook of Aug. 11 by Philip I. Allen 
upon the “Moral Wave and the Average 
Man,” the design being to show that 
there has been a marked improvement 
during the past few years in public moral- 
ity and business ethics. He cites many 
general evidences of this fact, the house- 
cleaning in life insurance, the revolt 
against the packing houses, the prose- 
cution of trusts and railroads for rebating, 
etc., and the success of the various po- 
litical movements founded upon higher 
principles of public action. 

These he says are merely general evidence 
of what is taking place. and comes down to 
hard pan facts when he cites, among other 
things, that the National “conscience 
fund,”—that is to say, money kept at 
Washington which has been returned to 
the government by various people who have 
become convinced that they acquired it 
wrongfully—has rapidly grown within the 
last few years, indicating unquestionably a 
quickening in the “still, small voice.” 


But the most interesting portion of 
Mr. Allen’s exposition deals with the re- 
lation of public morals to fidelity bonds. 
We quote his own words upon this matter: 





“Tt is the rule nowadays for employees 
in positions of trust to be bonded, not 
by individuals, but by companies which 
make this a regular business. The rec- 
ords of these fidelity companies, which 
in this way insure against dishonesty, 
furnish as reliable a criterion of the faith- 
fulness of bonded employees as the rec- 
ords of the fire insurance companies 
would of the frequency and destructive- 
ness of fires. The fidelity business is 
young, and increasing at a very rapid 
rate, so that its reports, year by year, 
touch upon the transactions of a larger 
number of individuals, and thus become 
more fairly representative of general 
standards. The face value of the fidel- 
ity bonds now outstanding in seven of 
the leading companies is over one billion 
dollars. They cover men in all parts 
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of the country, of all ages, $10,000 men 
and $900 men, tellers, cashiers in banks, 
stores and factories; in fact, men in al- 
most all imaginable capacities where 
personal honesty is a requisite. 

“To find out whether there has really 
been any change for better or worse in 
the standard of faithfulness among this 
class of men, it is only necessary to take 
for each year the ratio between the amount 
at risk and the total losses. In the year 
1896, for instance, the leading com- 
panies had outstanding fidelity bonds 
to the total amount of $282,082,211, and 
their aggregate losses by reason of de- 
faleations and bonds otherwise forfeited 
were $393,349. This made an average 
of $139 upon every $100,000 bond, and 
this proportion may be used as a stand- 
ard of comparison with the subsequent 
years. 

“The following table is made up from 
the reports of seven leading companies, 
not all of which did business throughout 
the ten-year period. It should be ex- 
plained that it has not been possible in 
all cases to separate the fidelity accounts 
from other lines of business done by the 
same companies, though the largest con- 
cerns have kindly done so. The table 
therefore includes a small amount of surety 
bonds. Since somewhat the same “moral 
hazard”’ enters into the execution of a 
contract as into the honest performance 


of a cashiers’ duties, this should not 


practically affect the conclusions to be 
drawn from the figures. Some of the 
companies have furnished statements of 
“incurred,”’ and 
“paid,” but this item is uniform for a 
given company throughout. 


losses others. of losses 


Fipeurry BRonpbs. 
Losses 
Per 
#100,000. 
$393,349 $139 
548,091 170 
581,346 161 
690,540 15 
657,427 130 
976,269 184 
687,249 117 
$05,667 "128 
1,668,112 145 
1,380,157 110 


Risks. Losses. 
$282,082.211 
321,319,095 
360,989, 156 
441,905,666 
504,176,869 
529,541,479 
592,526,582 
626,343,847 
733,477,327 
1,216,970,451 


1896 
1897 


ee 


“For the nine years 1896-1904, 
sive, there was an average loss of $147 
a year for every $100,000 at risk upon a 
fidelity bond; in 1905 the correspond- 
ing loss was only $110. Not only is this 
the lowest figure for any year, but a com- 
parison by groups of years shows the 
improvement almost as strikingly. Thus, 
in the three years 1903-05, average losses 
were $127 as against $144 for 1900-02 
and $149 for 1897-99. In the four years 
1902-05, losses of $125 are to be contrasted 
with losses of $156 during 1898-1901. 
Divide the past decade into two five- 
year periods, even, and the proportionate 
losses in the first are $151 as against 
$136 for the second.” 
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Northern Assurance Co. 


OF LONDON, ENG. 


UNITED STATES STATEMENT AS OF JAN. 1, 1906 


Admitted Cash Assets $3,814,971.58 
All Liabilities, including Reserves, . —_2,442,212.49 
Net Surplus in United States . . $1,372,759.09 


EASTERN AND SOUTHERN DEPARTMENTS 


Company’s Building . : 38 Pine Street, New York 
GEORGE W. BABB, ManaGer 
T. A. RALSTON, Sus-ManaGgerR 
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Annual Dividends. 





Incorporated Under the Laws of Massachusetts. 
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HOME LIFE 


insurance Company of New York. 
GEORGE é. IDE, President. 
Assets, $17,886,594.88 Liabilities, $16,457,194.41 


(Including Dividend-Endowment fund) 


Dividend-Endowment Fund, (Deferred Dividends) $1,453,907.00 
Contingent Fund, - - - . . 225,000 00 
Net Surplus - - - - «= —(1,204,400.47 
Insurance in Force - - . . + 179,775,340.00 


The Home Life supplied one of the marvels of the present inves- 
tigation—an insnrance company without any obvious scandals. 
N. Y. Tribune, 12-12-05, 

Mr. Hughes’ inquisition was not less searching than before, but 
the officere of the Home Life Insurance Company apparently sur- 
vived it unscathed, N. Y. Herald, 12-12-05. 
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The attention of Reliable Agents in search 
of desirable contracts is called to the 


JOHN. HANCOCK 


MUTUAL LIFE INSURANCE COMPANY 


OF BOSTON 


S. H. RHODES, President. 

ROLAND O. LAMB, Vice-President. 

WALTON L. CROCKER, Secretary. 
None but the best forms of Life, Endowment, Term 
and Instalment Policies issued. See our Optional An- 
anity Policy. Good Agency contracts to the right men 

FRANCIS MARSH, 
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“The Leading Industrial Insurance Company in America.’ 
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AGENTS WANTED. 


Any honest, capable and industrious man, who is 
willing to begin at the bottom and acquire a com. 

lete knowledge of the details of the business by 

iligent study and practical experience, can, by dem 
onstrating his capacity, establish his claim to the 
highest position in the field. It is within his certain 
reach The opportunities for merited advancement 
are unlimited. All needed explanations will be fur- 
nished upon application to the Company’s Superin- 
tendents in any of the principal cities, or to the 
Home Office, No. 1 Madison Avenue, New York City 
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INSURANCE, 145,480,904.00 Gain, 109% 
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